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Introduction

1 Introduction

1.1 Explanatory remark

The subject of financing and charging of terminal-related infrastructure and suprastructure in
European Seaports has been proven as higly sensible since port authorities and port
operators regard both categories as instruments of competition policies. Due to the
increasing competition of seaports for vessel operators but also for the settlement of port
related companies, the relevant authorities run a very restrictive information policy.

1.2 Structure of the report

The structure of the report is split in two parts. In the first part an introduction will be given -
describing the scope but also the limitations of the study. Furthermore, it outlines some
matters that refer to the issue of public financing and port competition but that are not within
the scope of the study.

The detailed results for WP | and WP |l are given in the second part. Here, the results for
both workpackages WP | and WP Il are presented per country.

1.3 Background information

The study ‘Public financing and charging practices of seaports in the EU’ was commissioned
by DG TREN in order to gain information on one hand about financial flows from public purse
into the port sector and on the other hand about financial flows back from the port sector to
the state in terms of charges.

This introducing chapter deals with the description of the possibilities and limitations of this
study. As described in the proposal to the tender, there some attempts have been made
already to bring some light into the darkness of the practices being applied in the field of port
financing and related issues. The aim of the study now being carried out is to extend the
knowledge on several financial topics with respect to the relationships between the public
and the port authority, between them and the port operating companies as well as the
shipping, forwarders and shippers.

The rationale background for commissioning the study was that the development of the port
sector within the European Union continues to depend on public sector intervention in terms
of financial flows and charging practises. Existing inquiries and available information on
financial flows from the state into the port have shown that the transparency regarding
identification and measurement of the financial flows as well as tracking of these flows is
insufficient.

Without going now into details with respect to the justification one or the other financial
practice, e.g. for example for the sake of regional development, port related employments
etc., the important task of this study is to contribute to a transparency of the financial flows
between the public (state, parts thereof, cities or other public organisations) and the port
authority, port handling companies or intermediates between them. There is no doubt that

PUBLIC FINANCING AND CHARGING PRACTICES OF SEAPORTS IN THE EU 1



Introduction

the volumes of public investments reported to the EU in the inquiry from 1998 are
understated compared to the magnitude of financial flows being reported in different sources
such as in specific public reports, household plans, trade journals and press. Therefore, it
should be assumed that a certain level of uncertainty or even unreliability exists concerning
the role of public entities in financing their ports or parts of them. One other area of interest is
the identification of different systems of costing and financing (at least three of them). As
stated in our proposal to the tender, remarkable differences exist regarding charging
practices, cost recovery methods reaching from statements such as “full cost recovery” to
“cost recovery is envisaged by revenues”.

Therefore, the study will supplement the existing information base line on public flows into
the port sector and charging systems by adopting a dual approach, i.e. by identifying and
analysing direct (= conventional) sources of information, and simultaneously tapping indirect
(= alternative) sources of information.

1.4 Scope of the study

Against this background, it is the aim of the study to contribute to the transparency on both
areas public financial flows into the port sector and charging flows back to the state.
Therefore, the task in the two workpackages is to focus on financing and charging systems
and on a concrete snapshot of financial flows for 2003.

Workpackage I: Public financing of seaports
The first issue has been addressed in workpackage | which is split in two parts.

WP la - Identification of systems for public financing in 20 Member States

The first part deals with the Identification of systems for public financing in 20 Member
States. Here, the individual applied systems of public financing for the 20 Member States in
2003 referring to the four categories

¢ terminal related infrastructure, comprising
quays / docks
jetties
stacking yards
land reclamation

e port superstructure, comprising
roads, rails on the terminal
terminal paving/surface finishing
port/office buildings
warehouses
cranes

mobile equipment
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e operational management, comprising
only direct subsidies
e legal provisions to be made comprising
only direct subsidies (pension schemes etc.)

will be identified and described."

Additionally, the systems of public financing for the access infrastructure as another (fifth)
category will be identified, comprising

access channels (including disposal of dredging material)

- navigation aids

- turning basins

- breakwaters

- roads accessing the ports and in the ports but outside terminals
- rails accessing the port and in the ports but outside terminals

- inland waterways

Although the issue of the access infrastructure is not included in the scope of the study, the
consortium feels the necessity to cover it in WP la to the extent possible. The access
infrastructure is also an essential factor for the competitiveness of a port which is why the
consortium decided to consider the public financing systems in addition to the scope of the
study described in the tender in order to round off the whole picture on public financing
systems.

WP Ib - Identification, description and quantification of public financing of the top 30 EU
seaports for 2003

The second part aims at the Identification, description and quantification of public financing of
the top 30 EU seaports for 2003. The ports to be addressed in this part were identified in a
selection process that considered in addition to the total volumes per port also port
characteristics in terms of size and strategic significance. As elucidated in the proposal,
particularly container ports have increased their role in maritime transport significantly in the
recent past. This development will also continue in the future due to the strong importance of
container transport for the world economy. Therefore, a focus on container ports would risk
neglecting certain regions, such as the Baltic Sea as a region with smaller container ports
depending on container feeder services.

The approach to include in the list-of-30-port solely according to total traffic volumes would
have excluded large container ports such as Felixstowe or Gioia Tauro as well as Setubal or
Lisbon as large Portuguese ports.

The specified relevant categories refer to the tender. In the tender also the constraint was given that information will be
provided to the extent that data are available.
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Moreover, both approaches would partly exclude ports from smaller countries, like Koper in
Slovenia or the Baltic ports.

Therefore, the consortium proposed to take into account for the selection of the 30-ports-list
different characteristics, i.e. total handling volumes, container handling volumes and
geographical distribution — leading to the following list of top 30 EU ports as a economical
and political balanced mix:?

Fig. 1-1: Selection of top 30 EU ports
Selection of Ports '

Antwerpen Aarhus Rotterdam

B DK NL
Le Havre Bremen Ports Lisbon
Marseilles Hamburg Setubal

F FRG PT
Algeciras Gioa Tauro Southampton
Bilbao Genua London
Barcelona Trieste Liverpool

E | Immingham

Felixstowe

Gothenburg U

S
Riga Tallin Klaipeda

LATVIA ESTONIA LITHUANIA
Gdansk Pireus Koper
PL GR SLOVENIA
Dublin Marsaxlokk Helsinki
IRE MALTA Fl

2

This list-of-30-ports was suggested in the proposal of the consortium and accepted by the Commission.
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Based on the output from WP la, the systems of public funding will be assigned to the 30 EU
ports. Furthermore, for each of the 30 seaports in the EU the public financing for the four
categories for 2003 will be identified, described and quantified to the extent possible, i.e. for

e terminal related infrastructure, comprising
quays / docks
jetties
stacking yards
land reclamation

e port superstructure, comprising
roads, rails on the terminal
terminal paving/surface finishing
port/office buildings
warehouses
cranes
mobile equipment

e operational management, comprising
only direct subsidies

e legal provisions to be made comprising

only direct subsidies (pension schemes etc.)

Workpackage Il: Charging practices of seaports

The second issue on charging flows has been addressed in workpackage Il. Here,it is the
aim to identify and describe the systems of charging practices in the 20 EU Member States.
As described in the application, the relevant systems of charging practices refer to the port
superstructure — in those Member States where it is publicly owned - and to the terminal
related port infrastructure. Similar as workpackage |, also the second workpackage is divided
in two tasks.

WP lla - Charging practices related to port operators

The focus of WP lla is to identify and describe the different systems within the 20 Member
States that are applied for charging investments for superstructure and/or terminal related
infrastructure.

More specifically, WP lla refers to the charging of rent and leases for terminal related infra-
and superstructure. These charges are borne by the supply side, i.e. by the port operators as
the user of the superstructure and the terminal related infrastructure for offering their port
services.

WP llIb - Charging practices related to ship operators
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WP llb concerns the charging of the demand side for port services, i.e. the second group to
be charged consists of the vessel operators calling European ports.

However, it is necessary to differentiate between the payments that a vessel operator has to
pay to a public authority and payments to be paid to the terminal operator for commercial
activities. The latter are commerical revenues and refers not to the scope of the study.
Hence, for WP 2b it is essential to identify the dues that have to be paid by vesssel operators
for public financed suprastructure and terminal-related infrastructures.

1.5 Limitations in the scope of the study

1.5.1 Sources of information

The findings of the investigations in the different countries confirmed what had been written
in the proposal for the project, namely that information to solve the tasks must be based on
direct and indirect sources. The direct sources comprise:

- national and regional laws, rules and regulations,

- reports on decisions and measures of parliaments,
- official EU documents,

- public reports on the national and subnational level,
- annual reports from port operators etc.

As to be expected, a challenging issue in this study was the identification and exploitation of
the so-called indirect sources of information. These refer to:

- reports of port authorities,

- public and internal reports of political parties,

- statements on conferences etc. given by port representatives,
- declarations by port associations,

- publications and statements given by ESPO and FEPORT,
- reliable press releases and similar publications,

- reports and statements from regional development bodies,
- relevant studies on port development,

- PHD theses, diploma work etc.,

- contacts with companies and authorities,

- strictly confidential sources.

First evaluations of the findings achieved by the project partners revealed that even if they
have good contacts it is very difficult to get the desired information. Nevertheless, the results
indicated so far allow some hope to come to reliable conclusions. The findings have

PUBLIC FINANCING AND CHARGING PRACTICES OF SEAPORTS IN THE EU 6



Introduction

confirmed our approach that only a combination of analysing written sources with interviews
with representative persons from private and public organisations is the adequate way.

1.5.2 Problem of confidentiality

The consortium stressed already in the application the problem of confidentiality of
information and indirect sources. The partners in the consortium have direct contacts with
stakeholders in public and private port companies in the port sector. However, it has to be
underlined also in the report that all information gathered from those sources can only be
used officially (i.e. incl. indicating names of contact persons and function) if the contact
persons agree to the official use.

In case that the contact persons do not confirm their consent to being revealed as a source
of information, the consortium will not be able to reveal the source. If this is the case, the use
of information from an indirect source or ‘individual personal contacts’ will be limited in the
specific case to the available information without any official confirmation from the genuine
source. In this case, it should be recognised that the information should only be viewed as
tentative due to the missing genuine source.

1.5.3 Aspects from the port sector related to the scope of the study

In addition to the scope of the study, the consortium feels also the need to elucidate some
further areas with respect to port competition and financing matters in ports. The analyses of
these areas are not within the scope of the study but outlining these areas shall contribute to
the understanding of the situation of financing systems in the European port sector.

The aspect of the access infrastructure has been mentioned already within WP la under
point 1.4. However, not merely the access infrastructure but also the complete hinterland
infrastructure is a crucial competition factor for ports. Nowadays, port services become more
and more exchangeable due to similar services, similar technical equipments and therefore
comparable performances. Against this background, efficient hinterland infrastructure
networks for road, rail and inland waterways have become important competition factors in
order to provide a smooth transport from a hinterland source to a port and from the port to
the destination in the hinterland. Consequently, the issue of financing, charging and cost
coverage seems to play an important role not only in the port sector — that is covered in this
study - but in the whole European infrastructure sector. However, if motorways, railways
networks and inland waterways from industrial areas in Europe are crucial for transport
reasons to and from ports, it has to be acknowledged that these infrastructures have been
built also for spatial planning reasons, for facilitating pure land freight transport, for tourism,
for socio-economic reasons etc.. Hence, it is obvious that those infrastructures benefit the
European port sector as well as other sectors in Europe. The remaining unsolved question
refers therefore the limitation of port infrastructure outside the port area.

Another issue that should be mentioned here briefly is the aspect of incomes of the state
from non-port related business. In some ports the incomes from the so-called non-port
related business play an important role for a port authority and therefore for the cost
coverage of public investments in ports. In the Port of Lisbon for example. The port authority
generates money from renting out land areals to the tourism sector, e.g. restaurants. The
reason for this development is that the generated income from tourism business like
restaurants is higher than from traditional port activities. A similar development refers to the
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settlement of industrial activities in port areas (e.g. the chemical industry cluster in the Port of
Antwerp). Again here is the reason that a higher income can be generated from rents paid by
industry than from port related activities.

Regarding the plan to make a snapshot on public financial flows for the year 2003 the
following has to be annotated. Looking at the infrastructure investment cost especially
against the background of the transparency guideline the problem occurs that on the one
hand infrastructure investments usually occur with intervals of several years and then on the
other hand often are split over a period of more than one year. The result is that, focussing
on a single year, the amount for infrastructure investment identified for a port or a country is
not representative especially for the comparison with other ports or countries as it is only a
snhapshot.

A more objective approach would be to look at the investments in the past and calculate the
annual investment volume based on depreciations of all relevant infrastructures not yet fully
depreciated. This would take into consideration not only the financial flows of a short period
but also the value of all relevant investments distributed over the time of use. The problem
for this approach is, that it requires a complete overview over all relevant past infrastructure
investments and in addition a common depreciation scheme in order to calculate an annual
value-equivalent of all infrastructures of a port. This task is almost impossible to solve.

However, as a second best solution this study tries to give an overview of the financial flows
for port investment for 2003 and — where possible — also gives hints on previous or planned
large-scale investments.

Furthermore, port financing are often allocated for complex projects involving interventions of
different nature without specifying the specific allotment for each intervention and without
reporting in the balance sheets the money spent for each intervention: in these cases it is
therefore difficult (if not impossible) to split the financing granted per any specific and single
work.

As far as the charging system is concerned, the problem of depreciation comes on the fore
again. When a port infrastructure is completely charged to the State, and the accounts of the
port management body reflect only the financial movements relating to each period, the
annual depreciation rate of the infrastructure does not appear in port accounting. Hence, it
becomes difficult to reach and control port cost recovery via charges. The background is the
approach that public investments do not have to be recovered. Therefore the problem to
reach a common philosophy of port management and financing at European level will
continue to play a pivotal role.

An final aspect to be mentioned and that influences/reduces the justification for major public
investments in terminal related infrastructure without full amortisation of all cost is the fact
that many ports more and more do not serve not only a national hinterland but act as transit
gateways or transhipment hubs for other countries. On the one hand this increases volumes
and capacity needs. On the other hand this capacity is used by the terminal operators to
make business with traffic for other countries. So the beneficiaries of the infrastructure
especially for this increasing part of the port handling volume are at a first glance the terminal
operator, the shipping line and the country served by using the port as transit point.
Therefore, the advantage of the country investing in the terminal capacity is getting lower.

PUBLIC FINANCING AND CHARGING PRACTICES OF SEAPORTS IN THE EU 8



Introduction

At a second glance, however, the infrastructure investments also have an economic impact
in the port region, even if this is reduced in case of serving transhipment volumes for other
countries belonging to a port hinterland. Especially in regions with structural economic
problems port-infrastructure investments are an important instrument to foster economic
activity and employment. This is true also for transhipment as at least handling activities and
related income multipliers lead to additional employment in the port area. Therefore it is
justifiable also from the public point of view to invest national tax income in terminal related
port infrastructure, even if it is not primarily used for serving the importing and exporting
economy of the national hinterland.

A problem occurs if different financing practices and cost recovery necessities are existent
within the same relevant market. For a long time it was not considered problematic that port
infrastructure at the North Continent was mainly publicly financed while UK ports had to take
care for their infrastructure needs with own/private money. The reason was that the ports in
the UK and in the North Continent served a different hinterland so that differences in cost
and prices had no or merely limited impact on competition. This changes with increasing
importance of transhipment for the port business. This business field at least to a higher
degree is competed for by UK as well as North Continent ports. With different financing
systems resulting in higher overall cost for UK terminal operators the latter are discriminated
in competition.
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Country reports for WP | and WP I

2 Country reports for WP | and WP i

One of the problems to overcome is connected with the differences existing in the
institutional set up of port sector in the countries under examination. As a matter of fact, the
different legal and institutional framework does make it sometimes very difficult - if not
impossible - to describe and frame the various single situations following a unique,
homogeneous and comparable scheme.

As an example it may be mentioned that a clear definition of the various types of port
infrastructure is often lacking. For this reason, the public investments can regard both the
access infrastructure (channels, breakwaters, road and rail accessing the port, etc.) and
other different works that may include both terminal related infrastructure and suprastructure.

When considering the financial flows from the private to public sector the problem arises to
establish a clear distinction between the ports which are run as a comprehensive
organisation and those organised according to the principle of Landlord Port Authority.
Generally speaking, the former have a more consistent financial flow, as the various services
are directly provided by the Port Authority; in the latter, on the contrary, the presence of
various subjects implies a less consistent financial flows towards the Port Authorities. The
main implications of this situation can be seen in the limited financial autonomy of some Port
Authorities, that for this reason claim for a higher participation to the public revenues coming
from port activities.

21 ltaly

This paper is divided into two parts:

e the first one describes the Italian situation for financing the port infrastructure. The
information provided will be integrated in the Workpackage | of the study entrusted by the
Commission to the Consortium leaded by ISL (Task la and Task Ib);

¢ the second part of the document analyses the charging system of Italian ports, in order to
collect information to be integrated in the Workpackage |l of the study (Task Ila and Task
lIb).

211 Task 1.A: Identification of system for public financing of seaports in Italy

This part of the report briefly explains the legal and institutional set up of Italian ports, with
particular attention to the factors that more strongly influence the allocation of public funds. In
this perspective this part is divided into two chapters: the first chapter describes the overall
legal framework; the second one analyses the system presently in force for the allocation of
public funds to port works.

2.1.1.1 The institutional set-up of ports established by the 1994 reform

It is well known that in 1994 a general reform of Italian ports came into force (Law 28 January
1994, n. 84, subsequently Law. 84/94).
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Since that year, the Italian ports have abandoned the previous model of the Comprehensive
Port Authority® in favour of that of the Landlord Port Authority*.

The basic rules of the reform can be summarised as follows:

e the principal ports are administered by Port Authorities, which are public bodies
endowed with a high degree of autonomy in port management and administration.
These bodies basically take the form of Landlord Port Authorities, in that they are
responsible for planning port development and ensuring that port operations are
properly carried out. The remaining ports continue to be administered by the
Maritime Authority (Harbour Master's Office). Special Chamber of Commerce
departments (A.S.PO.) are to be found in three ports (Chioggia, Monfalcone and
Gaeta); these have more limited responsibilities than the Port Authorities;

¢ traffic management and port operations are handled exclusively by private
undertakings in all ports. The position of these private undertakings is different,
according to whether they are simply "authorised" to operate within the port or
whether they are "licensed" to carry out cargo loading/unloading operations in a
specific port area. In this latter case, the company is regarded as a “terminal
operator’, and is responsible for organising and carrying out a complete and
integrated transport cycle;

e the port areas are “demaniali” (“State property”), that is to say publicly owned and
inalienable. They may be assigned to port operators against payment of a rent and
under certain conditions, which are established by the Port Authorities or by the
Maritime Authorities;

e technical-nautical services are regarded as services of public interest and are
provided by private organisations under the supervision and general control of the
Maritime Authorities and the Port Authorities. Pilotage and mooring are provided by
"Corporations" (pilotage) or by "Groups" organised on a co-operative basis
(mooring) which hold exclusive rights. The use of both services is compulsory, with
a few exceptions for pilotage. Towage is carried out by private companies which, in
every port, hold exclusive rights. In general, the use of the service is optional,
though it may be declared mandatory in particular circumstances, if the Maritime
Authorities deem this necessary for the safety of shipping in the port.

e Port Authorities are absolutely forbidden to carry out cargo handling activities,
whether directly or through participation in companies which perform such activities.
Nevertheless, the Port Authorities may hold shares in companies whose corporate
purpose may be connected with their general objectives, such as, for example, the
development of intermodal transport, logistics and transport networks.

With the term “Comprehensive Port Authority” we mean the cases where all port activities are considered to be of collective
interest and are therefore seen as fulfilling a public service. These ports are therefore characterised by the extensive
involvement of the Authorities that run them; this includes strict control over the various services and activities carried out in
the port, or even their direct management. However, the approach is always that one of the performance of a public service
and not of an entrepreneurial activity.

By “Landlord Port Authority” we mean the cases where the managing body of the port concentrates on territorial
development and planning, while traffic management is regarded as an entrepreneurial activity to be freely carried out by
private undertakings.
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The implications of the legal status of port areas must be stressed. As part of the public
domain (“demanio pubblico”), these areas can neither be sold, nor be acquired by positive
prescription (“usucapione”); Port Authorities are only entrusted with their administration and
do not have any property right on them. Furthermore, the irremovable works carried out on
the port areas, regardless of whether realised by the Port Authority or by a private
undertaking, are acquired by the State according to the “devolution principle” stated in the
navigation code (art. 49). Regarding the realisation of port infrastructure, one can assert that
Port Authorities act as a “general contractor” on behalf of the State, which remains the owner
of the works. This institutional set-up, which is rooted in Italian juridical traditions, may be
considered inconsistent with the recent evolution of the port industry; nevertheless, it must be
recognised that it offers an argument for charging to the State the whole financing of port
works.

The basic regulations whereby port areas are licensed to private operators are the same in
every port, as are the regulations governing technical-nautical services.

As far as the amount of the rents is concerned, the law 84/94 defers to a Ministry Decree the
settlement of the criteria to be followed, but this decree has not been issued until now.
Anyway, the Port Authority must respect the minimum rents established at central level and
may only overcome these general limits.

The port terminals are run by private entrepreneurs, who enjoy substantial autonomy. The
few constraints that are placed upon them are justified on the grounds of safety or social
harmony. The former case includes the obligation to utilise organisations holding exclusive
rights for the services of pilotage and mooring. The latter case covers the terminal operators’
obligation to call upon a single company to cope with "work peaks" and the ban on entrusting
services to companies that are not expressly authorised by the Port Authority.

It should be pointed out that the presence of a Port Authority is very important: it enables co-
ordinated and systematic actions to be taken in order to promote the port and to plan and
develop infrastructure. Furthermore, it favours the relationship with the governmental
authorities entrusted with the allocation of public funds. This is the main (if not the sole)
reason for the continuous increase in the number of Port Authorities: from 18 when the law
came into force to 24 today.

2.1.1.2 The classification of ports and the basic rules on financing port infrastructure

A relevant factor influencing port infrastructure financing is represented by the classification
of ports, as the rules governing this matter differ according to the characteristics of the
various ports. The Law 84/94 changed the previous classification and divided ports into two
categories: military and commercial ports, the latter being divided into three classes,
according to the relevance of the port: a) international, b) national and c) regional. In short:

¢ the ports belonging to the first category fall under the complete responsibility of the
State, which is responsible for their maintenance and development;

¢ the ports belonging to the first two classes of the second category may be governed
by a Port Authority. As noted above, the presence of a public body with general
responsibility for port planning and management facilitates the relationship with the
public powers and, therefore, the procurement of public funds;
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e according to articles 5.8 and 5.9 of L. 84/94, the basic infrastructure® in ports of the
first and second class of the second category come under the responsibility of the
State. Regions are in charge of the basic infrastructure in ports belonging to the
third class of the second category. As basic infrastructure, the law mentions the
following ones: maritime channels, breakwaters, basins, berths and dredging (art.
5.9 L. 84/94).

The Ministry of Transport is entrusted with the responsibility to analyse the plans elaborated
by the Port Authorities in order to identify the basic infrastructure to be created in ports
belonging to the first two classes of the second category (article 9.10 of L. 84/94).

The conclusion should be drawn that only the basic infrastructure can benefit from state
funding, while the other port works come under the responsibility of different public bodies,
such as Regions, Municipality and Port Authorities, or have to be financed by the private
undertaking involved. Nevertheless, such a conclusion may be disputable for two main
reasons: first, the respective responsibilities of the various bodies mentioned above remain
uncertain; second, as far as the Port Authorities are concerned, they could reasonably be
asked to finance port infrastructure only if they had adequate resources at their disposal, and
this is not the actual situation in Italy. It must be added that Italian law does not define the
various port infrastructure that cannot be qualified as basic infrastructure; most of all, the
present ltalian system does not take into consideration the distinction between Public or
General port infrastructure and User-specific infrastructure. The former are the infrastructural
works that belong to the public domain and to which all potential users have guaranteed
access on equal, non-discriminatory terms; the latter are all those infrastructure designed for
a particular user or category of users of the port, such as yards, jetties, pipelines and cables
for utilities on the terminal sites of a port. This distinction, adopted in other countries as well
as in some papers of the Commission®, could provide a satisfactory criterion for deciding
whether a port work should benefit from public funds or not, and which port infrastructures
must be charged to the Port Authorities or to the private undertakings. In principle, the
financial responsibility of the private operators is asserted for the “superstructure” over the
port area rented to a private leaser (as warehouses, semi-movable assets, etc.) but not
clearly stated by the law.

21.1.3 The powers of the regions in port matters

First of all, it must be remembered that the Italian State is divided into twenty “Regioni”
(Regions), which are public bodies embracing a certain number of “Province” (Provinces)
and “Comuni” (Municipalities). Since 1977, Regions have enjoyed administrative autonomy
and in various matters they also have legislative powers: owing to the recent evolutionary
trends towards the implementation of a federalist set-up in Italy, such powers are increasing.
Therefore, the question of identifying the power and the responsibility of Regions in the port
field is gaining momentum.

In 1998 (Legislative Decree n. 112, of March 31, art. 104) Regions were entrusted with the
planning, design, construction, drainage and maintenance of the infrastructure of ports of

So called “ Opere di grande infrastrutturazione”

See Vademecum on the Community rules on State aid and the financing of the construction of seaport infrastructure,
15.01.2002, p. 16.
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regional interest. However, the Ministry of Transport has not yet arranged for the
identification of the various categories of ports. This has given rise to a vacuum of rules of
paramount importance, as the new criteria of classification are quite different from the
previous ones; hence, the main difficulty in enforcing this new rule. Furthermore, a radical
change was introduced into the Italian legal system by the constitutional law of 18 October
2001, n. 3, which modified article 117 of the Constitution. The constitutional reform shares
out) the various matters according to whether they fall under the exclusive competence of
the State or under the concurrent competence of State and Regions. In the latter case, the
competence of the Central Government is limited to defining the general principles, while the
power to enact the pertinent laws and regulations is reserved for the Regions. Ports and
navigation networks are classified as matters of concurrent competence, without any
distinction between ports of national and regional interest.

However, the question of the new federalist set-up of the Italian State is still under
discussion, as a new project of constitutional law has been approved by the Senate and is
currently under evaluation by the Chamber of Representatives. At the moment of writing, it is
difficult to assert exactly what the new division of powers and responsibilities between the
State and the Regions will be, as the procedures for modifying the Constitution are very
complex: a double deliberation of both Chambers is necessary, and a referendum could
follow.

According to one interpretation, the State will in any case maintain the responsibility and the
control of the major ports, as they are managed by public national bodies, which fall into the
exclusive competence of the State according to the new art. 117 g) of the Constitution.
Furthermore, an ordinary law modifying the L. 84/94 is also under discussion. This new law is
oriented toward a restricted definition of the powers of Regions on port matters, by reserving
for the State the competence for the most important ports.

Notwithstanding this uncertainty, it seems reasonable to forecast that the interventions of
Regions in port matters will certainly grow. Meanwhile, the problem to be solved is that
consistency needs to be ensured/guaranteed between the actions and programmes of
Regions and the general planning of the Transport system, as the latter requires the full
responsibility and involvement of the Central Government, while also taking into account the
general framework of European planning.

21.2 The present responsibility for financing and realising port infrastructure and
the procedures to be followed to get public funds

2.1.2.1 An attempt to describe the present share of responsibilities for financing and
realising port infrastructure

At present, putting together the provisions of Law 84/94 and of Legislative Decree n. 112, of
March 311 1998, and taking into account the interpretation of Corte dei Conti (Central Court
of national accounts) and the statements of ASSOPORTI, (Association of Italian Port
Authorities) we can attempt to describe, in the following table, the present formal share of
responsibility regarding the infrastructure of commercial ports.
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Table 2-1: Present responsibility for financing and realising port infrastructure:

Ports/Infrastructure Ports of international Ports of national Ports of regional
relevance relevance relevance

Basic infrastructure, Financing charged to the State (in principle, Financing realisation
such as maritime Regions and Port Authorities could contribute to and maintenance
access and defence, financing with own resources). Realisation and charged to the Regions
dredging, basins, road maintenance entrusted to the Port Authorities,
and rail links with the which receive a contribution from the State.
overall transport
network.
Lighthouses, buoys and | Financing, realisation and maintenance charged Planning, financing,
navigational aids to the State. realisation and

maintenance charged
to the Regions
Infrastructure, such as Financing charged to the State (in principle, Port Planning, financing

quays, jetties, pier Authorities could contribute with own resources), realisation and
Realisation and maintenance entrusted to the maintenance charged
Port Authorities. to the Regions
Superstructure related Financing, realisation and maintenance are Financing realisation
to a specific terminal, generally charged to the body (private and maintenance
such as Terminal undertaking or public body) that exploits the charged to the body
building, sheds, cranes, | terminal. Specific exceptions are possible. (private undertaking or
quay equipments, road public body) that
and rail links inside the exploits the terminal.
terminal

Source: the various laws indicated in paragraph 1.2 — Elaboration: MARCONSULT

Nevertheless, the situation remains uncertain and the current practice does not always
appear to be consistent with the above shown principles. As already mentioned, a clear
definition of infrastructure and superstructure is still lacking; the classification of ports has not
yet been defined; the power of Regions and their financing possibilities remain unclear.
Furthermore, the whole legislation is currently under discussion.

It must also be noted that Italian Port Authorities, in the present situation, do not have
sufficient means to finance the port infrastructure that come under their responsibility. They
therefore claim a higher degree of financial autonomy through participation in revenues from
port activities, in order to undertake the investments needed. The Government seems to be
favourable to this solution: the bill of law under discussion establishes that the duties
currently received, totally or partially, by the State should be wholly devolved to the Port
Authorities.

Considering all these evolutionary trends, we do not think it is suitable to deal in further
details with a very controversial question. For the purposes of the present study, it seems
more appropriate to underline the uncertainty of the situation, and to focus on the practices
actually followed in deciding the allocation of public funds for financing the various port
infrastructure.

2.1.2.2 The system in force for the allocation of public funds to the port works

2.1.2.2.1 The system in force at the national level

At national level, the formal assignment of public funds in the national budget is the basic
condition for granting public funds for any work.

This assignment of funds derives from the annual budgetary law (legge finanziaria) or,
sometimes, from specific laws. The allocated funds are credited to the budgets of the various
Ministries, which then distribute the funds after having verified the regularity of the liabilities
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contracted by the various public bodies. As far as ports are concerned, until 2001 two
Ministerial budgets were involved: the first one dependent on the Ministry of Public works;
the second one on the Ministry of Transport and Shipping. In 2002, the two Ministries were
merged into a single Ministry of Transport and Infrastructure.

Theoretically, the planning of infrastructure in individual ports should derive from the PGT
(General Transport Plan). However, that document is somewhat generic and does not go
beyond stating the general principles and the main guide-lines of the planning process.

In the light of the complexity of the matter, it is advisable to abandon the analysis of the
principles and to mention the various laws that in the period 1998-2004 governed the
allocation of public funds for port works.

2.1.2.2.2 Public funds allocated to ports from 1998 to 2004

The law dated 30 November 1998, n. 413, stated that a programme of enlargement and
modernisation of ports was to be drawn up, on the basis of the Operational Plans presented
by the Port Authorities or by the Maritime Authorities, taking into account the advice of the
Regions involved. For this purpose 1,500 billion liras were allocated. The basic mechanism
of financing was based on loans charged to the State.

The distribution of the funds among the various ports was implemented by two successive
Ministerial Decrees, dated respectively 27 October 1999 and 23 May 2000.

The first Decree specified the various works to be realised. These were to be financed
altogether by a sole loan charged to the State through a special Institute (Fondo di gestione
Istituti contrattuali lavoratori portuali). The latter was responsible for assigning the funds to
the interested Port Authorities which, in turn, when in a position to realise the planned works,
were responsible for individual applications to the Institute for funding.

Subsequently the Decree of 23 May 2000 established a new distribution’s criterion, defining
only the whole figures to be allocated to the 20 recipient ports, without subdividing the total
amount among the various works. This new approach was based on the consideration that
Port Authorities are bound to work out and to submit to the Ministry of Transport the Piano
Operativo Triennale (Triennial Operational Plan), which explains the guide-lines of the
strategic development of ports, as well as the actions to be undertaken and the works to be
realised in order to achieve the planned objectives .

New additional funds, aimed at implementing the Law 413/1998, were allocated on two
occasions:

¢ through the Law 23 December 1999, n. 488, (finanziaria 2000: i.e. the fundamental
financial act for 2000), that made available 1,290 billion liras for a period of 15 years;

e with the Law 23 December 2000, n. 388 (finanziaria 2001), which set aside further
1,125 billions liras.

The total amount of 2,415 billions liras was shared among the various ports by the Ministry
Decree dated 2 May 2001. This Decree modified the system for the allocation of funds,
authorising each Port Authority (or other body beneficiary of the funds) to directly stipulate a
loan within the maximum authorised amount.
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Subsequently, the law 1 August 2002, n. 166, authorised a further allocation of € 34.000,000
for the year 2003, and of € 64,000,000 for 2004. Distribution among various ports was
implemented by the Ministry Decree n. 5971 dated 16 October 2003.

Nevertheless, the Central Court of Accounts (Corte dei Conti) ruled that this Decree was
unlawful owing to the absence of a definite programme and of any form of control of the
choices made by the Ports’ managing bodies regarding the works to be undertaken. On the
contrary, the Court ruled that Port Authorities had to indicate the specific works benefiting
from the loans. Therefore, the Transport Ministry issued a new Decree (3 June 2004) which
approved the planning of various works needed for the enlargement, modernisation and
rehabilitation of ports, but deferred the start of the works to the moment when Port
Authorities had reached the relevant agreements with the various bodies involved in the
planned infrastructure. It must be added that the last Ministry Decree (3 June 2004) stated
that, at least a percentage of 20%, was to be reserved for projects aimed at the
implementation of the “motorways of the sea”. The following Ports are allowed to submit such
projects: Genoa, Leghorn, Naples and Palermo in the Tyrrhenian Sea; Trieste, Monfalcone,
Venice, Chioggia, Ravenna, Ancona, Bari and Brindisi in the Adriatic Sea; Catania in the
lonian Sea.

The various eligible projects should regard:

¢ realisation or improvement of Ro-ro terminals equipped with modern means of cargo
handling;

port areas equipped for the stay of lorries and drivers;

improvements in the connections of ports with the hinterland;

improvement in the water front;

e improvement in the security of ports as well as the safety of port operations.

Tables in Appendix describe the infrastructure projects approved by Transport Ministry
Decrees 23 May 2000, 2 May 2001, and 3 June 2004. It can be noted that the analysis of the
various works benefiting from public funds confirms what has been asserted above, i.e. that
the present Italian system does not take into consideration the distinction between
Public/general port infrastructure and User-specific infrastructure.

It must be noted that the formal allocation of funds does not mean that these funds will
actually be utilised. Frequently, the complicated bureaucratic procedures regulating public
works, as well as the environmental questions connected with port infrastructure, give rise to
work stoppages. These practical difficulties are probably the underlying causes of the two
main deviations pointed out in the reports of the “Corte dei Conti” (Central Court of national
accounts):

e the poor utilisation of the funds allocated and, as a consequence thereof, the time
lag in completing works: according to a survey of “Corte dei Conti” referred to the
years 1999 — 2002, Italian Port Authorities had launched only 56% of the works
planned;

¢ the transfer of funds toward works other than those that legally were to benefit from
them.
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It is worthwhile to stress another consequence of the long and complicated procedure
previously described: the sums exposed in the annual accounts of the Port Authorities may
sometimes be referred to works approved in the previous years and, according to the cases,
already realised or under way at different degrees. Therefore, it is difficult to identify the
works actually financed by the funds exposed in the annual accounts.

2.1.2.2.3 The present procedure for granting public funds to port works

Taking into account the rules mentioned above, the procedure for granting public funds to
ports can be summarized as follows:

1.

The Ministry of Transports and Infrastructures identifies the needs of the port sector
and promotes the allocation of public funds in the national budget. A formal law is
required for this purpose.

Port Authorities, as well as the bodies responsible for the other ports, work out the
Piano Regolatore Portuale (Port Master Plan, henceforth PRP) and the Piano
Operativo Triennale (Triennial Operational Plan, henceforth POT). The former
explains the guidelines for the strategic development of port, the latter defines the
actions to be undertaken and the works to be realised in order to reach the defined
objectives. Although the POT should be grounded on the PRP, it is frequently
enacted as first, owning to the arduous bureaucratic procedure required for the
approval of PRP.

The PRP and POT are submitted to the Ministry of Transport and Infrastructure.

. The Ministry of Transport, on the basis of pre-determined criteria and after

consultation of the Regions involved, identifies the specific works to be financed,
and submits them to the approval of the CIPE - Comitato Interministeriale per la
Programmazione Economica (Economic Planning Interdepartmental Committee).

. After the CIPE’s approval, the Ministry shares by Decree the allocated funds among

the various ports. The various laws and decrees affecting public funds among ports
have been mentioned above.

Should the realisation of a basic infrastructure (opera di grande infrastrutturazione)
be involved, Port Authorities have to stipulate with the central administration a
“special agreement” (Protocollo di Intesa), defining the planning, the cost and the
other conditions regulating the realisation of the infrastructure. It must be noted that
the need for a previous “Protocollo di intesa” has been asserted by the Consiglio di
Stato (State Council), which argued that basic infrastructure is a matter of
concurrent competence of Port Authorities and Central Administration.” Under this
reading, the “Protocollo di intesa” is a preliminary condition for going ahead and
must be signed before tenders are called for. Nevertheless, some Port Authorithies
do not agree with this interpretation, asserting that the “Protocollo di intesa” has the
sole function of authorising the allocation of the funds and that it can therefore be
stipulated when the tender procedures are fulfilled.

! Consiglio di Stato, Statement n. 95 of September 2 1997.
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7. Port Authorities call for a tender aimed at identifying the bank which offers the best
condition for loaning the funds on the basis of the annual instalment granted by the
State.

8. Once obtained the loan, Port Authorities call for tenders for the realisation of the
infrastructure and grant to the winners the relevant contracts.

This is a very complicated procedure, which explains, at least partially, the shortages and the
deviations mentioned above.

It must be added that the above procedure is not applicable to the aid assigned within the
framework of special laws in favour of underdeveloped areas. Furthermore, a different
regulation regards the works qualified of “strategic interest’, according to the law 21
December 2001, n. 443 (legge obiettivo). This law authorizes the Government at
individuating the public and private infrastructure of strategic national interest and defines a
simplified procedure for their approval and implementation.

As far as Italian ports are concerned, the list of works of strategic interest includes:

Table 2-2: Program of strategic works financing according to CIPE resolution
21st December 2001 - Law N. 443 21st December 2001

Ports Million €.
N A 103,291
Cvitavecehia 118,785
Taranto e 01848
Trieste piattaforma logistica | 414,198
Catania 10,846
Termini Imerese | 1549
oo Guastioss |
conca di accesso e attrezzature 57,843
porto di Cremona

Source: CIPE data — Elaboration: MARCONSULT.

2.1.2.2.4 Other sources of public funds

The general rules described in the previous paragraphs do not exhaust the subject of public
funds aimed at financing port infrastructure, as in practice, other methods can be adopted.
Underdeveloped areas

Special laws (n. 341 of 1995 and n. 135 of 1997) have assigned public funds in favour of
underdeveloped areas. The allocation of these funds follows a specific procedure. The
following table describes the funds allocated to ports beneficiaries:
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Table 2-3: Aids allowed by laws 341/95 and 135/97 for the underdeveloped

areas - Euro
PORTS Million €.
Castelvolturno 15,0
Civitavecchia 51,5
Pescara 14,2
Catania 15,5
Crotone 15,5
Brindisi 18,6
Genova 15,0
Porto Torres 20,7
Napoli 10,3
Gaeta 3,1
TOTAL 179,4
Source: CNEL data from “lll Rapporto di monitoraggio degli investimenti infrastrutturali, 2004” (monitoring report on

infrastructure investments) - Elaboration MARCONSULT

2.1.2.2.5 Specific laws in favour of single ports

Specific laws can be laid down, in order to allocate funds expressly to certain ports. As an
example we can mention:

e law 1 December 1988, n. 879, in favour of areas devastated by earthquakes,
assigning 90 billions liras for the modernisation of the port of Ancona;

e law 3 August 1998, n. 25 assigning about 12 billions liras for the rehabilitation and
dredging of the Ports of Trapani and of Marsala;

e law 135/97 assigning 6 billions liras to the port of Gaeta;

¢ law 1 December 2003, n. 358, regarding the ports of Termini Imerese and Palermo.
This law allotted to the Municipality of Termini Imerese € 10.194.000 from 2003 till
2005 in order to connect the port with the hinterland. The same law allotted the Port
Authority of Palermo € 7.282.000, from 2003 to 2005, aimed at modernising the
passenger terminal.

Programme agreements

When a programme requires the coordinated action of several public bodies, the law 8 June
1990, n. 142 empowers the bodies to stipulate a “programme agreement” (Accordo di
programma), with a view to facilitating the implementation of the various actions. In the port
field, it is worth mentioning the “Accordi di programma” regarding the ports of Cagliari and
Gioia Tauro. The first of these, stipulated on September 21 1995, envisioned public
financing, from the Sardinia Region and the State, for all the works and equipments
necessary for container cargo handling (quay cranes included) as well as for connecting the
port with the hinterland. Furthermore, the terminal operator was exempted from any rent for
five years. As for Gioia Tauro port, a first “Accordo di programma” was stipulated on 29™ July
1994. In that document, 420 billions liras were estimated as the total investment for the start-
up of the new Gioia Tauro port, out of which 132 billion were apportioned to public financing
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and 288 billion to the operator entrusted with the management of the terminal (Contship);
furthermore, the private operator was allowed to benefit from the communitarian structural
funds, as the port was expected to play an important role in the development of Calabria’s
territory. Later on, in 2002, two new “Accordi di programma” came into force. The first of
these, stipulated on 16" May 2002, laid down the guidelines for the implementation of the
Calabria’s general transport system and established the financial commitments of the various
bodies involved; the second, stipulated on 29" July 2002, allocated to the commercial ports
of Calabria a total investment of €. 292,000 million.

2.1.2.2.6 Aids assigned by regions

Sometime, Regions provide public funds through specific laws in favour of the ports located
in their territory. As an example we can mention:

o the laws issued by the Lazio Region, granting loans on privileged terms to the ports
of Civitavecchia and Gaeta (Law n. 12 of 1997 and Law n. 11 of 10 May 2001);

e the law issued by the Lazio Region (n. 8 of 16 April 2002), which assigned to
Civitavecchia Port Authority an annual contribution of € 2.065.827,60;

o the decision of the Council of Campania Region that has allocated €. 12,6 million
for port works.

Specific regional funds have been assigned to the Port of Trieste by the Region Friuli
Venezia Giulia.

2.1.2.2.7 Communitarian funds

Finally, Italian ports can benefit from contributions granted by the Regions having Objective 1
or 2 status in the framework of the EU structural funds programmes. Such financial
interventions of the Regions can be found in various Regions, such as Liguria, Lazio,
Calabria.

2.1.3 Task | b: public financing in the ports of Genoa, Gioia Tauro and Trieste

The following chapters deal with port works benefiting from the public aids in the ports of
Genoa, Gioia Tauro and Trieste, in compliance with the general laws mentioned above.

The different works are classified in the relevant categories indicated here-below.

RELEVANT CATEGORIES

Access (or Basic) Infrastructures

access channels (including disposal of dredging material)

navigation aids

turning basins

Breakwaters

roads accessing the ports and in the ports but outside terminals

rails accessing the port and in the ports but outside terminals

inland waterways

Terminal-related infrastructures

quays / docks

Jetties
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RELEVANT CATEGORIES

stacking yards

land reclamation

Suprastructures

roads and rail at the terminal

terminal paving / surface finishing

port / office buildings

Warehouses

Cranes

mobile equipment

On the point and as already said, it is hereby confirmed that in Italy, a clear definition of the
various types of port infrastructure is lacking. Furthermore, port financing is often allocated
for complex projects involving interventions of different nature without indicating the specific
allotment for each case and without reporting in the balance sheets the money spent for
each intervention: in these cases, it is therefore difficult (if not impossible) to split the
financing granted per any specific and single work. For all these reasons, when allocating the
various expenses to the suggested categories, it has been very difficult to attribute them in
an unequivocal way.

The information/data provided have been pulled out from the following sources:

e Reports of the Transport Ministry on the activity of Italian Port Authority in the years
2002 — 2003, with particular regard to the balance sheets published by the Ministry
in the site www.infrastrutturetrasporti.it

e Reports of the Court of Accounts on the realisation and maintenance of Ports
e Operational plans of the ports of Trieste, Genoa and Gioia Tauro

¢ Information directly provided by the Port Authorities

For each of the three selected ports, the paragraphs are split as follows:

¢ Recall to the organisational framework and to the position of the port.
e Funds allocated by the laws mentioned in the previous part.

e Port works realised or under way in the reference period (2003) and financial
sources.

In order to avoid misunderstandings, it is necessary to underline that owing to the lacking of
a clear definition of the various types of port infrastructure and of the complexity of the
projects benefiting from public funds, the classification of the port works in the three
categories, when indicated, is not official and falls entirely under our responsibility, even if the
officers of the Port Authorities have given a substantial contribution for the allocation of the
various works.

Furthermore, as far as the figures reported in the following tables are concerned, two other
factors are to be considered:

o the formal allocation of funds does not mean that these have been actually
perceived. Frequently, the complicated bureaucratic procedures regulating public
works, as well as the environmental questions connected with port infrastructure,
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give rise to work stoppages. Hence the unsatisfactory utilisation of the funds
allocated.

¢ the tables reporting the founds allocated for the various works consider the whole
allocated amount. On the contrary, when reference is made to the figures indicated
in the annual balance of accounts, it must always be remembered that the official
accounts of Italian Port Authorities only describe the cash flows. Therefore the
figures represent the sums actually perceived in the period.

This combination of circumstances explains the incongruence between the figures registered
in the official financial accounts of the Port Authorities and those indicated in the various laws
and decrees. Indeed, it frequently happens that a financial contribution registered into official
accounts be referred to works realised in the previous years (or, according to the legal rule
applicable, to works not yet under way).

214 Public financing in the port of Genoa

2.1.4.1.1 Recall of the commercial position of the port

The Port of Genoa is an important outlet to the sea for northern ltaly's most industrialised
area. Today, the Port of Genoa covers a total surface area of about 7 million square metres
and extends continuously for 20 kilometres along a coastal strip protected by breakwaters,
starting from the Old Port basin, at the city's historic centre, to the far western end, in the
area of Voltri. It has 47 km of maritime works, including 30 km of operative quays, and 9-15
metre bottoms that in some points are 50 metres deep to accommodate the giant oil tankers.
The Port can accommodate any type and size of ships and handle any type of dry and liquid
cargo through the 13 connected Terminals: utilising the services of the terminals and their
connections to the road and railway networks, the Port of Genoa can load and unload any
type and size of containerised or non-containerised dry and liquid cargoes for ships of any
class and tonnage. In 2003, port traffic was:

Table 2-4: Traffic of goods and passengers - year 2003

Landed Shipped Total tons A% 2003/2002

LIQUID BULKS 19.392.388 1.063.886 20.456.274 1%
mineral oils, gas 18.446.791 977.402 19.424.193 1%

other liquid bulks 945.597 86.484 1.032.081 7%

SOLID BULKS 19.157.862 14.099.343 33.257.205 5%
solid bulks 7.874.425 962.886 8.837.311 -1%

containers 6.544.178 8.526.981 15.071.159 6%

RO-RO 4.739.259 4.609.476 9.348.735 9%

Total tons 38.550.250 15.163.229 53.713.479 4%
N° ships 7.940 7.911 15.851 -5%
N° passengers 1.384.546 1.349.735 2.734.281 4%
N° containers (Teu) 801.650 804.296 1.605.946 5%
N° containers (no Teu) 544.203 543.902 1.088.105 3%

Source: Genoa Port Authority data — Elaboration: MARCONSULT
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2.1.4.1.2 The financing of port infrastructure
Funds allocated by DM 27th October 1999 and by DM 23rd May 2000

The funds foreseen by the two first Decrees are shown in the following table. It is worth to
remember that, the fund originally assigned, amounting to € 54.708.279,32, was afterwards

reduced to € 50.925.907,54.

Table 2-5: Port financing according to DM 27th October 1999 of
accomplishment of Law N. 413 30th November 1998 and amounts
recalculation according to DM 23rd May 2000 — euro
port works basic terminal-related port forecasted total financing
infrastructure infrastructure suprastructure | total financing | (recalculated)
TOTAL 0,00 | 54.708.279,32 0,00 | 54.708.279,32 | 50.925.907,54
quays / docks 27.609.785,83
yards
(banchinamento perimetrale e piazzale
6° modulo Voltri)
quays / docks 4.601.630,97
(ristrutturazione calata Cappella - quota
di cofinanziamento)
quays / docks 3.067.753,98
(banchinamento ponte ex idroscalo -
ponte San Giorgio)
quays / docks 7.669.384,95

(consolidamento statico banchine testata

ponti Ronco e Canepa)

quays / docks
(pontili petrolio - nuovo allineamento
della banchina con piazzale retrostante -
Alfa,

nell'ambito del riassetto di

ristrutturazione pontili Beta e
Gamma,

Multedo — stralcio)

11.759.723,59

Source: Corte dei Conti data — Elaboration: MARCONSULT

Funds allocated by DM 2nd May 2001

With DM 2nd May 2001, additional funds - to be obtained through fifteen-year loans - were
assigned for a total amount of € 107.371.389,32. The interventions foreseen against these

financings were the following:
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Table 2-6: Port financing according to DM 2nd May 2001 of accomplishment of
law 488/99 (finanziaria 2000) and law 388/00 (finanziaria 2001) — euro

port works

basic

infrastructure

terminal-related

infrastructure

port

suprastructure

total financing

TOTAL

3.600.000,00

64.972.610,00

3.780.000,00

107.371.389,32

terminal paving
(costruzione per nuove vie di corsa per gru a
levante Canepa e riqualificazione pavimenti aree

ponte Somalia, calata Bengasi)

3.780.000,00

quays / docks
(realizzazione di un pontile nell'ambito portuale di

Genova Sestri Ponente)

10.800.000,00

quays / docks
(recupero funzionale aree e pontile nell'ambito

nuovo distretto industriale levante 1 lotto)

14.224.058,00

quays / docks

(Ponte Doria: nuovo banchinamento a ponente)

6.089.027,00

rails in the port
(recupero e ammodernamento degli impianti

ferroviari portuali)

3.600.000,00

quays / docks
(recupero funzionale aree e pontile in ambito nuovo

distretto industriale levane 2 Iotto)

14.290.942,00

quays / docks
stacking yards
(recupero funzionale aree polo alimentare e
bunkeraggio e ampliamento terminal contenitori

Calata Sanita)

19.568.583,00

Source: Corte dei Conti data - Elaboration: MARCONSULT

From the official documents consulted, not all these various works result having been carried
out: on the contrary, in the most favourable cases, they had been only awarded. In general,
either the bureaucratic course was blocked waiting for advices or the relevant designs were

not completed.

Funds allocated by DM 3rd June 2004

With the following DM 3rd June 2004, additional funds for a total of € 148.000.005,00 were
allocated to Genoa port for the realisation of various works, as indicated in the Table of

enclosure A to the Decree in question.

The amounts of funds and the kind of port works are confirmed by Genoa Port Authority.
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Table 2-7: Port financing according to DM 3rd June 2004 of accomplishment of
Law N. 166 1st August 2002 — in €.
port works basic terminal-related port total financing
infrastructure infrastructure suprastructure
TOTAL 53.000.000,00 | 76.400.000,00 18.600.000,00 | 148.000.000,00
access channel 3.000.000,00
(adeguamento imboccatura porto lato ponente)
rails and yards in the port 12.600.000,00
(riconfigurazione di piazzali viabilita e parchi
ferroviari nel compendio Ponte Eritrea, Ponte Libia)
quays / docks 5.600.000,00
(terminal rinfuse - ampliamento testata P.
Rubattino)
quays / docks 8.000.000,00
(recupero funzionale banchina molo Giano)
quays / docks 9.000.000,00
(nuovo banchinamento di Ponte Parodi)
rails in the terminal 6.000.000,00
(Voltri - rifunzionalizzazione delle vie di corsa e dei
parchi moduli 3,4,5)
disposal material 14.800.000,00
(riempimento Calata Concenter)
quays / docks 50.000.000,00
yards
buildings
(potenziamento ed adeguamento bacini di
carenaggio: pontile OARN e banchina sud bacino
n.5, delocalizzazione da Molo Giano testata, opere
marittime di servizio, realizzazione di nuovi spazi
operativi e nuovi edifici demaniali)
quays / docks 39.000.000,00

(riempimento di Calata Bettolo e riconfigurazione
Calata Olii
oggetto di riprogrammazione rispetto alla delibera
06/10/04))

Minerali - secondo lotto (interventi

Source: Corte dei Conti data — Elaboration: MARCONSULT

The table reported here-below shows the works really carried out and their total amount, on
the basis of the original documents of the Port Authority.
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Table 2-8: Port works in Genoa — year 2003 (I)
PORT WORKS - YEAR 2003 law 413/98 law 388/00 law 166/02
euro euro euro
basic infrastructure
quays / docks 30.000.000,00
(recupero funzionale di Calata Olii Minerali e ampliamento Calata
Bettolo)
rails in the port 3.600.000,00
(recupero ed ammodernamento infrastrutture ed impianti ferroviari
portuali)
access channel 3.000.000,00
(adeguamento imboccatura porto lato ponente)
quays / docks - yards - buildings 50.000.000,00
(potenziamento ed adeguamento bacini di carenaggio: pontile OARN e
banchina sud bacino n. 5, delocalizzazioni da Molo Giano testata,
opere marittime di servizio, realizzazione di nuovi spazi operativi e
nuovi edifici demaniali)
total 0,00 | 33.600.000,00 53.000.000,00
terminal-related infrastructure
quays / docks 5.715.916,89
(lavori di riqualificazione degli attracchi di Calata Chiappella per
adeguamento ai moderni fast ferriers 2a fase)
quays / docks 3.085.236,99
(lavori di consolidamento statico della banchina in testata a Ponte
Canepa per approfondimento del fondale)
quays / docks - yards 29.058.963,89
(lavori di costruzione del 6° modulo di Voltri e connessi interventi)
quays / docks 6.001.631,80
(realizzazione del nuovo profilo di banchina lato ponente e testata a
Ponte Andra Doria e fornitura nuova passerella imbarco/sbarco
passeggeri)
quays / docks 10.205.513,60
(realizzazione di una nuova calata nell'ambito portuale di Sestri
Fincantieri S.p.a.)
quays / docks 15.000.000,00
(recupero funzionale di Calata Olii Minerali e ampliamento Calata
Bettolo)
quays / docks 1.610.017,85

(lavori di consolidamento e ristrutturazione del terminal traghetti di

Ponte Colombo)

quays / docks 5.600.000,00
(terminal Rinfuse - ampliamento testata Ponte Rubattino)

quays / docks 8.000.000,00
(recupero funzionale banchina Molo Giano)

quays / docks 9.000.000,00
(nuovo banchinamento di ponente Ponte Parodi)
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PORT WORKS - YEAR 2003

disposal material

(riempimento Calata Concenter)

law 413/98

euro

law 388/00

euro

law 166/02
euro
14.800.000,00

disposal material - quays / docks
(riempimento di Calata Bettolo e riconfigurazione Calata Olii Minerali -

secondo lotto

39.000.000,00

total

37.860.117,77

32.817.163,25

76.400.000,00

port suprastructure

terminal paving / surface finishing
(ostruzione di nuove vie di corsa per grues a levante di Ponte Canepa

con riqualifica delle pavimentazioni di Ponte Canepa)

3.780.464,50

equipment
(interventi preliminari per la riprogettazione delle opere e degli impianti

nel compendio dei bacini di carenaggio)

300.000,00

warehouses
(progetto relativo alla concentrazione su Calata Mogadiscio delle
attivita di sbarco e stoccaggio degli olii vegetali fluidi e dei vini -

creazione capannone per il riempimento di fusi e lattine di olii vegetali)

3.000.000,00

rail and yards
(riconfigurazione di piazzali, viabilita e parchi ferroviari nel Compendio

Ponte Eritrea/Ponte Libia - Ponte Somalia)

11.358.898,29

rails and yards in the port
(riconfigurazione di piazzali viabilita e parchi ferroviari nel compendio

Ponte Eritrea/Ponte Libia)

12.600.000,00

rails in the terminal
(Voltri - rifunzionalizzazione delle vie di corsa e dei parchi moduli
3,4,5)

6.000.000,00

total

0,00

18.439.362,79

18.600.000,00

TOTAL FINANCING

37.860.117,77

84.856.526,04

148.000.000,00

Source: Genoa Port Authority data — Elaboration: MARCONSULT

On the basis of the official documents of the Port Authority, the table here-below shows the
total amount of the funds allocated for the port works carried out in the 2003, divided in the

three relevant categories.
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Table 2-9: Port works in Genoa — year 2003 (ll)
law 413/98 law 388/00 law 166/02

PORT WORKS - YEAR 2003 euro euro euro total financing

basic infrastructure
0,00 | 33.600.000,00 53.000.000,00 86.600.000,00

terminal-related infrastructure

37.860.117,77 | 32.817.163,25 76.400.000,00 | 147.077.281,02

port suprastructure
0,00 | 18.439.362,79 18.600.000,00 37.039.362,79
TOTAL FINANCING 37.860.117,77 | 84.856.526,04 | 148.000.000,00 | 270.716.643,81

Source: Genoa Port Authority data — Elaboration: MARCONSULT

The amount of public funds perceived for port works in 2003 by the Port Authority of Genoa
from the State, Region or other public bodies, is reported in the following table:

Table 2-10: Public funds perceived for port works in 2003 by the Port Authority
of Genoa
Contribution of the State for the ordinary maintenance 1.930.774
Other State 0
Region 1.659.188
Province, Municipality, other public Bodies 0
Contributions of the State for port works 1.043.910
Contribution of the State for extraordinary maintenance 5.016.226
Contribution of Region for port works 1.959.211
Province, Municipality, other public Bodies 1.032.914

Source: Genoa Port Authority data — Elaboration: MARCONSULT

21.5 Public financing in the Port of Gioia Tauro

2.1.51

The port was planned in the ‘70 years in connection with the realisation of a new steel plant
in South ltaly, but it remained incomplete and unserviceable owning to the abandonment of
that project. The project was revamped in 1993, on the basis of an agreement among
Government, Calabria Region and the Company Contship; as a consequence thereof, the
Port is operating since 1995. The Port Authority of the Port has been established in the 1998:
from that year till the 2000, it has been temporarily managed by an Extraordinary
Commissioner. With the appointment of the President in 2001, the Port Authority is, since
then, in full working order.

Recall of the commercial position

The port is fundamentally a hub container port and, in a few years, has reached a pivotal
position in Mediterranean sea.

The growth of container traffic in the years 1995 — 2004 proves the strong development of
the port.
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Table 2-11: Container traffic - 1995-2004 - teu
Container traffic - 1995-2004 - teu
Year Landed Shipped Total
1995 8.330 8.670 17.000
1996 291.060 280.891 571.951
1997 732.599 715.932 1.448.531
1998 1.062.800 1.062.840 2.125.640
1999 1.126.750 1.126.651 2.253.401
2000 1.327.000 1.326.701 2.652.701
2001 1.245.000 1.243.332 2.488.322
2002 1.473.001 1.481.570 2.954.571
2003 1.566.727 1.581.935 3.148.662
2004 1.635.520 1.625.514 3.261.034
Source: Gioia Tauro Port Authority data — Elaboration: MARCONSULT
Table 2-12: Traffic of goods and passengers - year 2003
Landed Shipped Total tons A% 2003/2002
LIQUID BULKS 0 0 0
mineral oils, gas 0 0 0
other liquid bulks 0 0 0
SOLID BULKS 12.810.885 12.653.932 25.464.817
solid bulks 277.888 36.846 314.734 41%
containers 12.492.236 12.617.086 25.109.322 -1%
RO-RO 40.761 0 40.761 227%
Total tons 12.810.885 12.653.932 25.464.817
N° ships 1.571 1.571 3.142 -6%
N° passengers 0 0 0 0%
N° containers (Teu) 1.566.727 1.581.935 3.148.662 5%
N° containers (no Teu) 993.601 993.601 1.987.202 1%

Source: Gioia Tauro Port Authority data — Elaboration: MARCONSULT

2.1.5.2 The financing of port infrastructure

As from the beginning, the social grounds played a main role in the decision of realising the
port of Gioia Tauro: from one hand, the port was on the heart of an under-developed area
and the Government considered of fundamental importance to develop some initiatives well
fitted for replacing the previously forecasted steel plant; from another hand, the lack of a
system of access infrastructure justified a major role of the public sector in providing them.

These basic conditions explain the lot of public intervention aimed at facilitating the start up
of the port.

According to an “Accordo di programma” (programme agreement) stipulated on January 21th
1999 between the Ministry of infrastructure (the former Ministry of Public Works) and the Port
Authority, a billion liras was allocated for the elaboration of a preliminary plan. Afterward, on
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March 31st 1999, the “Contratto d’area” (area bargaining) for Gioia Tauro” was stipulated: it
defined the engagements of the various public bodies for the elaboration of the Master Plan
of the port. The “Contratto d’area” was the frame of reference of the subsequent public funds
allocated by the various laws and decrees mentioned previously. The specific works
benefiting from public funds are described here-below.

Funds allocated by DM 27th October 1999 and by DM 23rd May 2000

As already pointed out, DM 27th October 1999 has split among the various ports the funds
foreseen by art. 9 of law 413/1998. To Gioia Tauro were allocated € 30.987.413,95 (ltalian
Liras billions 60.000), afterwards reduced with DM 23rd May 2000 to € 28.845.034,01 (Italian
Liras billions 55,852). The amount effectively disbursed was further reduced so finally it
resulted of € 27.062.341,51 (ltalian Liras billions 52,400). All these works enter into the
category of basic or access infrastructure, as shown by the following Table.

Table 2-13: Port financing according to DM 27th October 1999 of
accomplishment of Law N. 413 30th November 1998 and amounts
recalculation according to DM 23rd May 2000) — euro
port works basic terminal-related port forecasted total total financing
infrastructure infrastructure suprastructure financing (recalculated)
TOTAL 30.987.413,95 0,00 0,00 30.987.413,95 28.845.034,01
enlargement of the port channel 30.987.413,95

enlargement of north turning basin

increase of berthing opportunities

widening the water depth of both

channel and north turning basin

extension of the western quay of

the channel

Source Corte dei Conti data — Elaboration: MARCONSULT

Funds allocated by DM 2nd May 2001

Subsequently, with DM 2nd May 2001 additional financings amounting to € 47.565.680,41
were allocated. Against this allocation, according to a survey of Corte dei Conti (Central
Court of national accounts) dated 16" June 2004, the Port Authority had contracted loans
amounting to a total of € 32.549.371,00 destined to the following port works.
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Table 2-14: Port financing according to DM 2nd May 2001 of accomplishment of
law 488/99 (finanziaria 2000) and law 388/00 (finanziaria 2001) — euro

Port works basic infrastructure terminal-related port total financing

infrastructure suprastructure

TOTAL 22.549.371,00 0,00 10.000.000,00 32.549.371,00

various port works / dredging 1.549.371,00

material

(costruzione opere portuali varie,

approfondimento fondali bacino nord del

Canale)

buildings 10.000.000,00

(acquisto opere portuali varie complesso
immobiliare "ex Isotta Fraschini" zona

portuale)

extraordinary maintenance /
access channel
(manutenzione straordinaria porto tratto

imboccatura canale portuale e scivoli ro-ro)

17.400.000,00

dredging material
(costruzione opere portuali varie escavo
canale porto refluimento, manutenzione

litorale)

3.600.000,00

Source: Corte dei Conti data — Elaboration: MARCONSULT
Funds allocated by DM 3rd June 2004

Finally, DM 3rd June 2004 — of accomplishment of the law 266 dated 1st August 2002, that
has refinanced the law 413/1998 and whose complete enforcement is still in question —
allocated funds for an amount of € 87.411.021,60 for the following works:
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Table 2-15: Port financing according to DM 3rd June 2004 of accomplishment of
Law N. 166 1st August 2002 - euro
Port works basic terminal-related port total financing
infrastructure infrastructure suprastructure
TOTAL 81.411.021,60 6.000.000,00 0,00 87.411.021,60
access channel 15.411.021,60
(adeguamento attuale imboccatura portuale
e bacino d'espansione)
yard 6.000.000,00

(piazzale retrostante banchina alti fondali)

dredging material

(escavo del canale e del bacino di
espansione e refluimento a manutenzione

del litorale)

4.320.000,00

access channel
(lavori di ampliamento del canale portuale
nel tratto compreso tra I'imboccatura e gli

scivoli ro-ro)

20.880.000,00

dredging material

(ampliamento bacino nord con formazione
nuova imboccatura portuale e dragaggio
fondali)

40.800.000,00

Source: Corte dei Conti data — Elaboration: MARCONSULT

Funds allocated by: Law N. 443 of 21st December 2001 for works qualified of “strateqgic

interest” (Legge obiettivo)

With CIPE resolution dated 21st December 2001 of approval of the first program of “strategic
works”, in the framework of the realisation of the most important works of the port, an overall
expense of € 92.962.000 was approved. For the quadrennium 2003-2006, the CIPE
resolution dated 13th November 2003 approved the expenditure of € 76.162.000,00 for the

following interventions.

Table 2-16:

Program of strategic works financing according to CIPE resolution
21° December 2001- Law N. 443 21st December 2001 — euro

Recipient of the funds

Gioia Tauro Port Authority

CIPE resolution

N 89/2003 13th November 2003

Accrual years 2003

2004

2005

2006

4.570.000,00

7.616.000,00

52.094.000,00

11.882.000,00

Source: CIPE data — Elaboration: MARCONSULT

The total amount was recalculated as indicated in the following table.
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Table 2-17: Port works in Gioia Tauro — year 2003

Port works

basic infrastructure

terminal-related

infrastructure

port suprastructure

total financing - euro

67.336.045,00

network of hinterland connection — Hub interportuale Gioia Tauro

rails connections

(rete ferroviaria)

2.690.000,00

warehouses

(capannoni prefabbricati)

4.794.465,00

roads and yards
lighting
(illuminazione strade e

piazzali)

1.388.725,00

pedestrian access

(ingressi pedonali)

1.478.000,00

laboratory of
phytopatholgy (iaboratory
fitopatologici)

223.000,00

warehouses

(magazzini piastra del freddo)

26.460.125,00

parking

(parcheggio mjultipiano)

7.115.000,00

hydric network
(rete distribuzione idrica e

fognaria)

5.250.000,00

electric network
(reti elettriche e trasmissione
dati)

2.175.730,00

regasifier plant
(collegamento rigassificatore e

piastra del freddo)

10.350.000,00

yards

(sistemazione piazzale Nord)

438.000,00

roads
(strada di collegamento S.

Ferdinando Piazzale Nord)

4.973.000,00

Source: Gioia Tauro Port Authority 2003 Annual Report — Elaboration: MARCONSULT

The amount of public funds for port works in 2003 allocated to the Port Authority of Gioia
Tauro from the State, Region or other public bodies, is reported in the following table:
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Table 2-18:  Public funds perceived for port works in 2003 by the Port Authority
of Gioia Tauro

__________________________________ Contribution of the State for the ordinary maintenance | 867.648]
_________________________________________________________________________ OtherState | 0]
_____________________________________________________________________________ Regon| 100000

Province, Municipality, other public Bodies 0
_______________________________________________ Contributions of the State for portworks | . 19.023.793]
_________________________________ Contribution of the State for extraordinary maintenance | . _________________ .0}
__________________________________________________ Contribution of Region for portworks | ____________________0]

Province, Municipality, other public Bodies 0

Source: Gioia Tauro Port Authority data — Elaboration: MARCONSULT
2.1.6 Public financing in the Port of Trieste

2.1.6.1 Recall of the commercial position

Owing to its position in the Northern Adriatic sea and to its connection with Central Europe,
the port of Trieste could play a pivotal role in various types of traffic. Nevertheless, until now,
the results have not be consistent with the expectations of the port.

The following table describes the traffic of the different cargo categories in the year 2003.

Table 2-19: Traffic of goods and passengers - year 2003

Landed Shipped Total tons A% 2003/2002

LIQUID BULKS 35.662.880 89.123 35.752.003
mineral oils, gas 35.654.102 76.650 35.730.752 0%
other liquid bulks 8.778 12473 21.251 42%

SOLID BULKS 5.492.889 4.973.109 10.465.998
solid bulks 1.864.858 978.800 2.843.658 -19%
containers 638.190 738.137 1.376.327 -29%
RO-RO 2.714.389 3.078.260 5.792.649 8%
other 275.452 177.912 453.364 -43%

Total tons 41.155.769 5.062.232 46.218.001
N° ships 2.304 1.873 4177 -5%
N° passengers 168.341 154.080 322.421 2%
N° containers (teu) 58.872 59.526 118.398 -35%
N° containers (no teu) 0 0 0 0%

Source: Trieste Port Authority data — Elaboration: Marconsult

2.1.6.2 The financing of port infrastructure
Funds allocated by DM 27th October 1999 and by DM 23rd May 2000

With DM 27th October 1999 and DM 23rd May 2000, Trieste Port Authority obtained a
financing amounting to € 25.667.907,88 for the construction of the Adria Terminal in the port
area named “Punto Franco Vecchio”. Further on, this amount was reduced to €
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23.839.303,62. For this intervention, a total amount of € 18.271.616,52 was really paid within
2003.

Table 2-20: Port financing according to DM 27th October 1999 of
accomplishment of Law N. 413 30th November 1998 and amounts
recalculation according to DM 23rd May 2000) — euro

Port works basic terminal-related port forecasted total financing
infrastructure infrastructure suprastructure total financing (recalculated)
TOTAL 0,00 25.667.907,88 0,00 25.667.907,88 23.893.303,62
quays / docks 25.667.907,88 25.667.907,88

(realizzazione Adria

Terminal nel Punto

Franco Vecchio)

Source: Corte dei Conti data — Elaboration: MARCONSULT
Funds allocated by DM 2nd May 2001

With the DM 2nd May 2001, € 58,876,086,60 were allocated to Trieste Port Authority to carry
out big infrastructural works destined at creating a new “logistic platform” including quays and
related operating yards in the area between the Scalo Legnami (timber terminal) and the ex
Italsider area (iron and steel plant). Against this financing, three loan contracts for a total of €
53.464.503,29 result having been already signed.

These works have been included among those of “strategic interest” foreseen by the “Legge
obiettivo”.

Table 2-21: Port financing according to DM 2nd May 2001 of accomplishment of
law 488/99 (finanziaria 2000) and law 388/00 (finanziaria 2001) — euro

Port works basic terminal-related port funds received by total financing
infrastructure infrastructure suprastructure A.P.
TRIESTE €.0,00 | €.53.464.503,00 €.0,00| €.53.464.503,00 | €.58.876.086,50
lavori di 53.464.503,00
infrastrutturazione,

mediante banchinamento
e realizzazione dei
piazzali retrostanti I'area
compresa fra lo scalo
legnami e l'ex ltalsider -
piattaforma logistica

Source: Corte dei Conti data - Elaboration: MARCONSULT

Funds allocated by: DM 3rd June 2004

Finally, DM 3rd June 2004 — of accomplishment of law n. 266 of 1% August 2002, that has
refinanced law 413/1998 — allocated funds for an amount of € 63.974.828,00 for the following
works:
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Table 2-22: Port financing according to DM 3rd June 2004 of accomplishment of
Law N. 166 1st August 2002

Port works basic infrastructure terminal-related port suprastructure other total financing
infrastructure
TRIESTE | .. €.2.000.000,00 | _€.61.974.82800| €000/ €000 €. 63.974.828,00
variante escavo per diga 2.000.000,00
foranea Ll e ]
lavori di infrastrutturazione 61.974.828,00

mediante banchinamento
e realizzazione dei piazzali
retrostanti dell'area
compresa tra lo scalo
legnami e I'ex ltalsider

Source: Corte dei Conti data - Elaboration: MARCONSULT

Funds allocated by Law N. 443 of 21st December 2001, for works of “strategic interest”
(Legge obiettivo)

The CIPE, decision of 21" December 2001 included the works above in the list of works of
strategic interest. Afterwards, the CIPE resolution of 20" December 2004 allocated further
272.000.000 €, to be partially financed by loans charged to the State according law 413/98 (€
2.000.000) and law 166/2002 (44.800.000), while the remaining 225.200.000 € are still to be
financed. As a matter of fact, the situation is not completely defined, because a new
programme submitted to CIPE foresees a different distribution of the financial sources with a
greater participation of the private undertakings. The public funds available owning to this
shift from the public to the private resources would be utilised for other works.

To come to a conclusion, we can summarise the formal allocation of public funds for port
works in the Port of Trieste in the last years as follows.

Table 2-23: Public funds perceived for port works in the last years

Port works Financial sources (€)

Law 413/98 Law 166/2002 Funds totally allocated
and
Law 488/99

Basic/access infrastructure

Extension of breakwater 13.464.503,00 2.000.000,00 15.464.503,00

Terminal related infrastructure

Adria Terminal 23.893.303,62 - 23.893.303,62
New logistic platform (scalo legnami) 40.000.000,00 61.974.828,00 146.774.828,00
44.800.000,00
Superstructure
Total 77.357.806,62 108.774.828,00 186.132.634,62

It is worthwhile to remember that the classification of the various works in the three
categories adopted in our study is not officially and in some cases can rise to doubts, as port
financing are often allocated for complex projects, without indicating the specific allotment for
each intervention. Furthermore, it must be stressed that the formal allocation of public funds
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does not mean that these are actually perceived, owning to the complicated bureaucratic
procedure regulating the public expenditure (see above, page 15).

In order to have a clear vision of the public funds actually perceived in each year from the
Port of Trieste, reference can be made to the public balance sheet of the Port Authority,
which describes the financial flow occurred in that year. According the balance sheet of
2003, the amount of public funds allocated for port works in 2003 by the Port Authority of
Trieste from the State, Region or other public bodies, is reported in the following table:

Table 2-24: Public funds allocated for port works in 2003 by the Port Authority

of Trieste
Total contributions of the State for port works 20.242.000
Contribution of the State for extraordinary maintenance 5.923.000
Contribution of the State for the ordinary maintenance 741.200
Contribution of Region for port works 4.866.552
Other contributions of the State 310.273
Other contributions of the Region 7.156.737

Source: Port Authority data — Elaboration: MARCONSULT

It is worthwhile to note that the contribution of the Region Friuli Venezia Giulia for the general
expenses of the Port of Trieste dates back to 1987 (Regional Law n. 22), that is before the
reform of the Italian port system. Afterward, various regional laws issued special contribution
for the port: regional law 5 February 9 December 1992, n. 4; regional law 14 February 1995,
n. 10; regional law 26 June of 2001 n. 16, and finally the regional law 29 January 2003, n. 1).

21.7 WP2: charging practices of seaports in italy: General framework of the
charging system of Italian ports

2.1.7.1 Port dues

In Italy, the Port managing bodies (i.e. the Port Authorities for the biggest ports and the
Maritime Authorities for the others ports) are not entrusted with cargo handling activities and
with supplying of technical-nautical services, as the various ports services are provided by
private organisations, which perceive directly the compensations for the services they
provide. Under this reading, the terminal operators, which act in a competitive framework,
and the organisations supplying the technical — nautical services, which enjoy a monopolistic
position, are in the same situation: the sums they perceive have nature of “prices” and the
Port Authorities do not have any participation in the revenues deriving from these services.

Taking into account this basic situation, we prefer to utilise the term “Port dues” in the strict
sense of the word, meaning the sums perceived by an Authoritarian power (the State or
other public body) versus the general utilisation of the port infrastructure. As a consequence
thereof, this term does not cover either the tariff paid for cargo loading/unloading operations
or the tariffs for technical — nautical services and for other general services eventually
provided by the Port Authority itself.

Under this reading, three types of Port Dues are collected in Italian Ports:

¢ the anchorage tax (tassa di ancoraggio);

¢ the State tax on cargo (tassa erariale sulle merci sbarcate e imbarcate);
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e the port tax on loaded and unloaded cargo (tassa sulle merci sbarcate e imbarcate)
in a few ports.

2.1.7.1.1 State tax on cargo

The state tax on cargo is applied in every port with different percentages, according to the
various cargoes typologies. Until 1994 the 33% of this tax was perceived by the existing Port
Managing Bodies. The 1994 reform has transferred to the State the total amount, under the
consideration mentioned above.

2.1.7.1.2 Port tax on loaded and unloaded cargo

Until the 1994 reform, the Customs Authority levied this tax in some specified ports, but
transferred the total amount to the existent Port Managing Bodies. The law 84/94 extended
the tax to all ports and limited the participation of the Port Authorities to the 50%.

2.1.7.1.3 Anchorage tax

The anchorage tax is applied on each ship (both flying national or foreign flag) calling at
Italian ports, on the basis of the net tonnage; it is collected by the Customs Authority (local
representative of Ministry of Finance) and it is budgeted in the State accounts. Until 1994
about 80% of the sums perceived were transferred to the existing Port managing Bodies.
With the 1994 reform, all the revenues of the tax have been acquired by the State, as a
compensation of the previous loans contracted by the Port Authorities and charged to the
State.

A bill under discussion by the Parliament provides the transfer of the whole amount of the
three Port Dues to the Port Authorities.

21.8 Task Il a: Charging practices related to port operators

The private undertakings (terminal operators or other industrial or commercial operators) are
compelled to pay to the Port Authority:

¢ rents for the grant of the port areas leased in concession,

o fees due for the release of authorization to act as private undertakings within the port
boundaries.

The general criteria for granting the port areas to private undertakings are stated in art. 18 of
law 84/94. The law provides that the areas are to be granted according to a public procedure.
The determination of the procedure to be followed was deferred to a Decree of the Ministry of
Transport, but this regulation has not yet been issued. As a matter of fact, the single Port
Authorities have made up this lack of regulation by fixing themselves the rules to be followed,
in order to assure all interested parties of the opportunity to apply for the grant of the
available areas.

The determination of the amount of rents is also deferred by the law 84/94 to a Ministry
Decree but, once more, this decree has not been issued until now. Anyway, as already
pointed out, the Port Authority must respect the minimum rents established at central level
and may only overcome these general limits.
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As a matter of fact, each Port Authority issues the rules and the criteria for establishing the
amounts of the rents. In general terms they must be proportioned to the extension of the
leased area, but the basic rent can be increased or reduced according to the specific
conditions of the same. As for example: the utilisation of the area may justify the application
of a destination coefficient®; furthermore, the existence of suprastructure realised by the Port
Authority may bring about the increase of the basic rent in a percentage of the value of the
suprastructure. On the other hand, a reduction of the basic rent may arise from the level of
investments burdened on the private undertaking.

Within these general rules for defining the rents, Port Authorities enjoy a certain discretionary
power in selecting the leaser, as they can take into account the general objectives of ports
development, the advantages that the lease contract may bring to the economic
development of the ports, the level of competition that the terminal operator must face, etc.
However, should a port operator claim to be discriminated, he is allowed to appeal to the
Administrative Court (TAR — Tribunale Amministrativo Regionale) against the decision of the
Port Authority.

In principle, the terminal operators or the port undertakings are responsible of the
warehouses, the mobile assets (self moving, trailers, etc.) or semi-mobile ones in their area.
However, most of the existing warehouses and quays fixed facilities (cranes) on the port
territory have been built/bought in the past years by the State or by other public corporate
bodies and thereafter entrusted in concession to private undertakings for the operational
management. Therefore, the Port Authorities that succeeded the pre-existing port
management bodies, in all cases where they have not sold these equipments to private
undertakings, have rented or given them in concession. In very particular cases, in the
framework of the policy of developing the lagging areas, these equipments have been
allowed free of any charge for a limited period.

21.9 Task Il b: charging practices related to ship operators
Ship operators have to pay to the Customs Office the Port Dues mentioned in paragraph 6.1:

¢ the anchorage tax (tassa di ancoraggio)
o the State tax on cargo (tassa erariale sulle merci sbarcate e imbarcate)

¢ the port tax on loaded and unloaded cargo (tassa sulle merci sbarcate e imbarcate)
in a few ports.

As already remembered, these dues are partially transferred to the Port Authority.

Direct payments to the Port Authority may occur for the provision of some services of general
interest, as water supply, bunkering and waste reception facilities. Sometimes Port Authority
perceives a specific fee for passengers embarked and disembarked.

Other payments are supplied for commercial activities (technical nautical services, cargo
handling tariffs) and do not refer to the scope of the study.

8 As for example, in Genoa the coefficient is 1 for the areas dedicated to container traffic, 0,9 for general cargo and 0,8 for bulk.
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2.1.10 General view of the financial flows within italian ports

At the end of our Study, it is suitable to summarize in the following table the financial flows

between the Port Authorities and the private undertakings.

Payment from:

Cause of the payment

Recipient of the

Final beneficiary

payment
rents paid for the grant of the port areas Port Authority Port Authority
rents of the use of equipment owned by the Port Authority Port Authority
g Port Authority (if any)
g fee for the right to carry out an authorized Port Authority Port Authority
% activity (licenza d'impresa)
E compensation for services of general interest Port Authority Port Authority
E provided by Port Authority (e.g. public
lighting, cleaning of port areas, maintenance
of common part of the port?)
compensation for services of general interest Port Authority Port Authority
provided by Port Authority (e.g. water supply,
g bunkering and waste reception facilities)
g fee for passengers embarked and Port Authority Port Authority
_8' disembarked "
§ State tax on cargo Customs office State
s tax on loaded and unloaded cargo Customs office 50% State and 50%
Port Authority
anchorage tax Customs office State
" g fee for the right to carry out an authorized Port Authority Port Authority
g E’ g - activity (licenza d'impresa)
°g’_ g ° .g compensation for services of general interest Port Authority Port Authority
‘E -g z % provided by Port Authority (e.g. public
E g 2 %5 lighting, cleaning of port areas, maintenance
% = g of common part of the port)
5 rents paid for the grant of the port areas Port Authority Port Authority
Note:
(1) not in every port
(2) Port Authority receives from the State a specific contribution
Source. Various official Documents - Elaboration MARCONSULT
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A summary of the revenues perceived by the Port Authorities is indicated here below.

Revenues of the Port Authority

Payment from:

rents paid for the grant of the port areas

terminal operators and other port operators (cargo

handling enterprises and provider of services)

fee for the right to carry out an authorized activity (licenza

d'impresa)

terminal operators and other port operators (cargo

handling enterprises and provider of services)

rents of the use of equipment owned by the Port Authority (if any)

terminal operators

compensation for services of general interest provided by Port
Authority

terminal operators, vessel operators and other port
operators (cargo handling enterprises and provider of

services)

fee for passengers embarked and disembarked (1)

vessel operators

tax on loaded and unloaded cargo (2) State
contribution by the State for the investment State
contribution from the State for the ordinary maintenance State
contribution from the State for the extraordinary maintenance State
Regions legal provision (3) Region
contribution of the Municipality for specific work of common interest Municipality

Note:

(1) only in a few ports

(2) the tax is paid by vessel operator to the Customs Authority and it's 50% is transferred to Port Authority

(3) reference is made to Regions legal provisions foreseeing financial contributions for the ordinary management of ports

and/or for overcoming social problems

Source: various official documents — Elaboration: MARCONSULT

2.1.11 Final considerations

The exposed situation makes it clear that Italian Port Authorities do not have consistent

autonomous resources.

Presently their main incomes derive from the rents paid by private undertakings for the grant
of the port areas and for the use of equipment owned by the Port Authorities.

Other minor revenues of Port Authorities, apart from the participation to the income of the

port dues as indicated above, can derive:

¢ from the sums paid by private undertakings for the grant of the authorisation for

operating within the port boundary:

o from the tariffs perceived for the supply of services considered of general interest:
public lighting, cleaning of port areas, maintenance of common parts. Other port
services (such as waste collection, water supply, electricity and telephone
connection to ships, etc.) are, in principle, entrusted to private concessionaires but
can be temporarily carried out also by Port Authorities;

e from the dues applied in some ports on the passengers embarked on the cruise

ships.

Furthermore, Port Authorities receive by Central Government contributions for the ordinary
and extraordinary maintenance of the common parts in the port area. The amount of these
contribution is fixed by special conventions stipulated every two years.
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As already noted, lItalian Port Authorities do not have sufficient means to finance port
infrastructure that come under their responsibility. This is the reason why they claim a higher
degree of financial autonomy in order to face the investments needed, through a higher
participation in revenues coming from port activities. The Government seems to be
favourable to this solution: the bill of law under discussion establishes the whole devolution
to Port Authorities of the port revenues currently perceived, totally or partially, by the State.
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2112 Annex
Port financing according to DM 3rd June 2004 of accomplishment of Law N. 166 1st August 2002 - euro
Port works basic infrastructure terminal-related port suprastructure other total financing
infrastructure
PORT 541.985.190,66 685.755.598,30 82.248.251,23 115.910.959,82 1.425.900.000,01
ANCONA 46.590.053,69 3.780.464,50 0,00 0,00 50.370.518,19

VENEZIA

57.600.000,00

3.540.000,00

61.140.000,00
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Port financing according to DM 2nd May 2001 of accomplishment of law 488/99 (finanziaria 2000) and law 388/00 (finanziaria

2001) — euro
Port works total financing

1.247.243.411,30
ANCONA ! 63.059.387,38 |
AUGUSTA ] 12.859.776,79 |
BARI 39.199.078,64 |
BRINDISI ¢ 49.579.862,31 |
CAGLIARI 36.410.211,39 |
CATANIA 48.960.114,03 |
CHIOGGIA 15.493.706,97 |
CNITAVECCHIA ! 69.721.681,38 |
GENOVA ] 107.371.389,32 |
GIOATAURO 47.565.680,41 |
LASPEZIA 3 55.312.533,89 |
LIVORNO 70.341.429,66 |
MARINADICARRARA 39.199.078,64 |
MESSINA 3 30.987.413,95 |
MONFALCONE ] 12.859.776,79 |
NAPOLI ] 102.258.466,02 |
OLBIA ] 13.169.650,93 |
PALERMO ! 61.974.827,89 |
PIOMBINO 46.481.120,92 |
RAVENNA ] 72.355.611,56 |
SALERNO 3 30.987.413,95 |
SAVONA 36.100.337,25 |
TARANTO ! 69.256.870,17 |
TRIESTE 58.876.086,50 |
VENEZIA 56.861.904,59

Elaboration MARCONSULT

Port financing according to DM 23rd May 2000 of accomplishment of Law N. 413 30th November 1998
(amounts recalculation) - euro

Port works total financing

528.835.227,15
ANCONA 23.797.156,39 |
BARl ] 14.278.292,80 |
BRINDISI ] 18.561.786,32 |
CAGLIARI 23.797.152,91 |
CATANIA ] 19.230.022,67 |
CNITAVECCHIA 30.936.336,36 |
GENOVA 50.925.907,54 |
GIOATAURO 28.845.034,01 |
LASPEZIA 25.224.982,57 |
LIVORNO 3 38.075.445,06 |
MARINADICARRARA 9.720.751,75 |
MESSINA ] 13.326.405,92 |
NAPOLL ¢ 46.897.218,88 |
PALERMO 25.700.924,97 |
PIOMBINO 23.797.152,77 |
RAVENNA 31.359.366,20 |
SAVONA ] 16.845.453,37 |
JARANTO 3 34.590.006,04 |
TRIESTE 23.893.303,62 |
VENEZIA 29.032.526,97

Elaboration MARCONSULT
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2.2 Slovenia

221 The slovenian situation, the port of Koper and the position of Luka Koper

Three are the ports of a certain importance located in the Slovenian sea coasts: Koper, 1zola
and Piran. However, due to the reduced dimension of the country and the limited extension
of the Slovenian sea costs (46 kilometres), to write about Slovenian ports and maritime
problems is the same as to write of the port of Koper, the only Slovenian maritime
infrastructure fitted and qualified to handle sea-borne cargo and international traffic and
capable to supply the internal and international market with all types of cargo and logistic
operations.

As a matter of fact, owing to its favourable geographical position, Koper has been (and still
is) an important maritime centre, a considerable crossroad of sea and land trade routes.
Lying on the shortest transport route between the Mediterranean and the Near and Middle
East and through the Suez Canal, the Far East countries, Koper represents too an important
point of connection between Central-East European and overseas countries. It constitutes
also an important logistic and distribution centre, being more than 2000 nautical miles closer
to Far East countries than Northern European ports. Finally, distances from Koper to main
Central European centres are also around 500 km. shorter than from main Northern
European ports: a good time saving or a faster cargo receipt and, almost always, lower costs
for cargo.

Finally, to analyse the Koper port situation means exactly to examine the Luka Koper history,
since that Company is managing the port as from 1960 thus representing the continuity,
notwithstanding the big political changes occurred:

e in 1991, with the dissolution of the Yugoslav Federal Republic and the declaration of
independence of Slovenia and of the other countries which were constituting the former
Yugoslav Federal Repubilic.

¢ in 1993, with the return of Slovenia to the regime of the private property.

For all these reasons, the Slovenian port and maritime analysis will be based on the
examination of the port of Koper reality that completely covers and represents the Slovenian
country’s situation.

To complete the picture — based on limited data due to the short period of existence of the
Republic of Slovenia as an independent country and on few official documents in English
language - a brief preliminary recall of the basic principles of the Slovenian ports and
maritime legislative framework is summarised later on.

222 The present slovenian ports basic legislative framework

The most important provisions on Slovenian ports should be contained in articles 32, 33 and
34 of the Slovenian Maritime Code: unfortunately, notwithstanding our repeated attempts,
Luka Koper management has been unable to furnish an official English translation either of
the entire Code or of the above mentioned articles.

Furthermore, according to Luka Koper documents and verbal information obtained from the
same source, all port matters result under the responsibility of the Ministry of Transports that
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is also responsible for the national maritime policy, through two specialised bodies: a) the
Slovenian Maritime Directorate (a maritime administration established in Koper since 1995
as a part of the same Ministry); b) the Maritime Office of the Republic of Slovenia (a State
institution established in 1997 within the same Ministry, organised as a Ministry’s office, and
located in Ljubljana).

According to the same source, the two official bodies control and supervise all ports, sea
traffic and maritime matters.

In particular, the Slovenian Maritime Directorate results responsible of maritime safety,
preparation of maritime documents (including maritime laws and executive regulations
drafting), adoption and introduction of international maritime standards and technical
regulations, international cooperation, preparation of bilateral and multilateral agreements,
etc.. Accordingly, Slovenian Maritime Directorate, carries out a wide range of tasks which
include all main aspects of maritime activity in port and at sea. So, it covers all topics and
provisions concerning safety at navigation, seaways, pollution prevention, search and rescue
operations, ships’ registration, ship’s survey, release of ship’s certificates and other
document regarding ships’ life, port state control, issuing of seafarers certificates, registration
of pleasure boats, etc.. Its main tasks are, however, safety at sea, inland waters and lakes
and economic development of port infrastructure.

In turn, the Maritime Office of the Republic of Slovenia, as part of the Ministry of Transport
and Communication located in Ljubljana, results in charge of memoranda of understanding
on maritime traffic, concessions, economic and business activities in maritime areas,
activities relating to investments in maritime infrastructures, ports and harbours and their
infrastructure development, maritime and hydrographic activities, etc..

It supervises also the following three commercial public services in favour of marine
activities:

a) regular maintenance of port infrastructure intended for public transport;
b) regular collection of waste from ships;

c¢) regular maintenance of facilities which ensure safe navigation as well as safety of sea
ways.

This kind of commercial services, in the Slovenian ports, may be carried out:

¢ through concessions granted to entities of private law;
e by public companies;
¢ in the organizational units of Ministries.

As far as port infrastructure and facilities are concerned, according to the same source, all
the infrastructure and facilities that contribute to ensure safe navigation and ship’s mooring,
are considered by the Slovenian Maritime Code as “port infrastructure” and include: built-up
shorelines, breakwaters, quays, piers, wharves, pier accesses, mooring devices, access
routes, railway tracks, entrance gates, fences, sewage and water systems, electrical and
telecommunication installations, lighting and other facilities aiming at ensuring safe
navigation and mooring as well as at allowing the undisturbed performance of port activities.
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223 The port of Koper and the Luka Koper company (General and Historical
Introduction)

The port — founded on 23" May 1957 - is governed from the beginning by a port service
Company which, in 1960, received its present name of Luka Koper.

In the years subsequent to its foundation, new infrastructure and suprastructure were built by
Luka Koper with the following major turning points in the port area development:

e achievement of the status of “free-trade” zone in 1963.

e construction in 1967 of the railway connection to Kozina — in which Luka Koper d.d.
was an investor — through which the port of Koper was (and still is) linked to the
European Railway network and the Central-East European countries hinterland.

¢ construction of the container terminal (1979).

e construction of the dry bulk cargoes terminal (1984).

e construction of the grain Silo terminal (1988).

¢ construction of the car terminal (1996).

e construction of the livestock terminal and waste treatment facility (1998).

e construction of the parking warehouse with a 3.350 car capacity (1999).

Many other and important investments were made also in the most recent years, always by
Luka Koper, with the aim of upgrading both port capacities and operational equipment.

In particular, the construction of infrastructure and storage premises at Pier Il, the renovation
of cranes and the purchase of forklifts and, in general, the modernization of equipment and
devices for handling cargo and warehousing of goods, as well as the renovation and
technological improvement of the existing operational capacities of suprastructure such as
the cement silo as well as the timber terminal and relevant equipment, etc.. Since 2004 Luka
Koper is engaged in an intensive activity preliminary to the beginning of the construction of
the new Container Terminal at Pier lll: this, also to overcome the opposition of the local
community that fears heavy negative environmental consequences from the new
infrastructure.

At present the port is a multipurpose structure equipped and qualified to receive and operate
all the types of ships (conventional, multipurpose, container, ro-ro and ferry vessels) as well
as all kinds of cargoes (general cargo, perishable goods, livestock, all kinds of solid and bulk
cargoes, etc.) in 11 specialized terminal, all designed, planned, built and managed by Luka
Koper either in its former capacity of 100% socially owned Company or, after the 1991
constitutional change, in its new position of private Company (as from 1993), entered in 1996
in the Koper Court Register as a joint Stock Company under the name of Luka Koper, Port
and Logistic System Stock Company.

All the Terminals are located in the port area at present utilised for performing the port
services (4,737,000 square metres, out of a total of 16,000,000 square metres of space
available to satisfy all the additional request/needs that could arise for the further
development of the port) and put at disposal of customers the following
areas/infrastructure/suprastructure, premises/warehouses:
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e 313.000 square meters covered warehouses, including a 3.350 car capacity
warehouse;

e 966,000 square meters of open storage areas;
e 53.000 cubic meters of shore tanks;

e 81.000 ton silo capacity.

To this respect it is worth to stress that, being the development strategy of the Company
aimed at further increasing competitiveness also through the transformation of the port area
both into a distribution as well as in an organizer and logistic services centre (qualified to
deliver/receive goods to their destination/from their origin with advanced logistic support), in
the last years the Company — as indicated in its Annual Reports and confirmed by the
management during the meeting had in Koper - has continuously complemented its main
port activity (and still is heavily engaged in this policy) with logistic, financial, marketing and
other services to increase the added value of the pure loading/unloading port operations and
make them more attractive to customers.

Therefore, the 11 specialized terminals, managed as independent “profit centres”:

e General Cargo Terminal;

e Container and ro-ro Terminal;
e Car Terminal;

e Fruit Terminal;

e Timber Terminal;

e Livestock Terminal;

e Silo for grains;

e Alumina Terminal;

e Coal and Iron ore Terminal;

e Dry Bulk Cargo Terminal;

e Liquid Cargo Terminal.

are able to furnish the various kinds of goods with all basic services from handling to storage,
distribution and delivery as well as with all other services aimed at improving the
merchandise’s quality and at preparing it for direct selling such as sorting, marking, bagging,
labelling, coding, cutting, mixing, crushing, washing, packing, etc.

224 The port of Koper’s traffic and the countries served

As a result of this upgrading, the traffic has been continuously growing particularly from 2003
as confirmed by the following table that summarizes the total port throughput for the years
2000/2004.

PUBLIC FINANCING AND CHARGING PRACTICES OF SEAPORTS IN THE EU 49



Country reports for WP | and WP I

Table 2-25: - Koper port cargo throughput — years 2000-2004

Year Tons handled | % difference on the % difference on

previous year 2000
2000 9.321.832 ==== ====
2001 9.353.991 +0,34 +0,34
2002 9.431.496 +0,83 +1,07
2003 11.036.458 +17,02 +18,39
2004 12.402.607 +12,38 +33,05

Source: Luka Koper 2004 Annual Report data — Elaboration: Marconsult.

The recent entry of Slovenia in the European Union and the foreseen realisation of both
Corridor 10 Salzburg-Ljubljana-Zagreb-Belgrade-Thessaloniki (a trans-European route
crossing the entire Slovenian territory) and Corridor 5 Barcelona-Lyon-Turin-Milan-Verona-
Venice-Trieste/Koper-Ljubljana-Budapest-Kiev (that, in its final leg, represents the fastest
way for linking North Adriatic regions with Central and Eastern Europe and may become the
Slovenian transport system backbone), seems destined to make easier a further growth of
the port and to pave the way towards a new important increase of the port relevance for the
entire North Adriatic area with a particular view to Central and East European countries.

This very special position is confirmed by 2002 Luka Koper official data® according to which,
in addition to internal traffic, Koper has handled cargo originating/destined from/to the
following different European markets, where Central and Eastern countries are in great
majority:

e Slovenia: 37,2%

e Austria: 27,3%

o ltaly: 7,2%

e Hungary: 4,9%

e Slovakia: 4,8%;

e Former Yugoslavia: 3,5%
e Czech Republic: 1,7%

e Germany: 0,5%

e Other Countries: 12,7%.

To summarize, during the last 3 years, only approximately 1/3 of the cargo handled in Koper
port was destined to the internal market while the remaining 2/3 was formed by cargo in
transit to/from foreign countries: Austria with a share of about 25-27%, Italy with a 7-10%
then, with minor and decreasing quotas, Hungary, Slovakia, Former Yugoslavia, Czech
Republic, Germany.

o Even if the specific percentages come from 2002 Luka Koper Official Annual Report, the 2002 percentages’ split trend has
been confirmed also by the 2003 and 2004 Luka Koper Official Annual Reports.
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2.2.41 Port governing body history

The big political changes that have characterised the former Yugoslavia have directly
interested also the port of Koper and particularly Luka Koper as the port managing body
practically since its origin. Therefore, to correctly understand the present status of the port
vis-a-vis the public financing and charging practices, we deem it necessary to recapitulate
here-below how the situation changed in the years.

225 The governing body 1960/1992: the socially owned company luka koper d.o.o.

As a result of the nationalization process fulfilled in the Federal Republic of Yugoslavia after
the end of the Second World War1o and till the 1993 privatization, all the Slovenian activities,
including the construction of the port of Koper, were carried out by socially owned
Companies.

So when the works for the manufacture of the first part of the port were finished - and Koper,
in December 1958, was able to receive the first transoceanic ship and to moor it in the first
135 metres of port operating quay - the responsibility of the port management was in the
hands of the same socially owned Company in charge of the port construction that, in 1960,
was named Luka Koper. Since the beginning — on the basis of what that has been possible
to understand during the interview with the Company management — Luka Koper, even if
operating in a socialist regime, has been indicated as acting like an independent port service
Company, with the whole responsibility of port administration (including direct performance of
port operations and basic services to ships and cargo) as well as of its construction,
development and enlargement.

In its capacity of a Yugoslav independent body, according to the information obtained
through Luka Koper Management, the Company has operated for the most important part of
its investments, basically but not exclusively, through self-funding i.e., with its funds (even if
of public nature), operational profits and money borrowed from the public Banking system at
market conditions11. As a matter of fact, in the period from 1976 till the end of the 80 years, a
part of the funds was earmarkedly acquired with the co-financing from other Slovenian
enterprises in the form of a particular contribution (a specificity of that time system of self-
management of the social ownership). These funds were acquired by Luka Koper without
any expenses and obligations of refund and, according to Luka Koper management written
indications, “’...their value, reached a level of approximately 20% of the value of the total
assets of the Company. To-day we would call this a tax which other Companies were obliged
to pay directly to Luka Koper.”™

Always according to the same source, owing to the economic regime at that time existing
(1957/1992) Luka Koper, as an independent socially owned Company, should have utilised,
operated and managed the socially owned port land, infrastructure, suprastructure and
equipment without paying any rent or other charges, since all infrastructure, suprastructure
and equipment were socially owned.

10 As confirmed by Luka Koper official Reports, the nationalisation process - that brought all the private business, industry and
land ownership under State control - started in Yugoslavia in 1945 and lasted up to 1992. Only in 1993, two years after the
regained independence, with the Slovenian privatisation law, the previous situation was re-established: the privatization
process was completed in 1996.

1 According to Luka Koper management, all the funds so obtained, were regularly reimbursed on the basis of normal financial
terms and procedures.
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Therefore, bearing in mind either its public origin or its operating in a social economy (even
though as an independent basically but not totally self-funding Company), it is impossible to
consider it as pertaining to the category of “Company ports”, whose main characteristics are
those of being managed by Companies acting without any financial assistance from Central
Government. As a matter of fact, taking in consideration its operating free of any charge for
the use of port land, this means that it was substantially receiving an indirect regular public
contribution, in addition to the above mentioned form of co-financing from the other
companies. However, this situation has not been considered by Luka Koper management as
a form of contribution, but only as the normal consequence of the social and political regime
existing at that time.

This being the situation, in the whole period, irrespective of the Company belonging to two
different States, considering that the governing body was, formally, a public Company and
notwithstanding its officially reconfirmed independent nature and financial partial self-
sufficiency by the Company’s present management, under an institutional point of view it
seems practically impossible to include the port management of Koper of that period in the
category of English port Companies.

On the contrary, bearing in mind that it was taking direct responsibility:

¢ for port infrastructure and suprastructure planning, construction and management;
e for port development and enlargement;

o for performing all, or almost all the most relevant operations, services and activities
carried out within the port area,

it can certainly be included in the group of ports acting as Comprehensive Port Authorities.

Luka Koper was indeed characterized by a strong tendency towards a complete monopoly
not only in the overall management and administration of the port but also in performing
ship’s and cargo handling, transhipment, storage, etc., in line with the other legal systems
that emphasize the public role of the port.

2.2.6 The governing body from 1993 till now: the joint stock company Luka Koper
d.d.

The Slovenian economic reforms introduced shortly after the freedom regaining, included the
privatization of Luka Koper whose procedure, according to Luka Koper official Reports,
started on 1st January 1993.

The country internal economic restructuring was pursued with caution and graduality: that’s
why the transformation process lasted some years and was completed in November 1996.

Also after the privatisation date, the port governing body continued to be Luka Koper.
However, since that moment, the Company — on the basis of the above Reports - was (and
still is) managed in accordance with the Commercial Company Act (as the fundamental
statutory act regulating in the Republic of Slovenia this field of activity), the articles of
Association of Luka Koper d.d., as well as with the provisions of the Corporate Governance
Code.
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Meanwhile the abbreviated name of the privatized port service Company has become Luka
Koper d.d., after its entering the Koper Court Register as a Joint Stock Company under the
name of Luka Koper, Port and Logistic System Stock Company.

According to the Luka Koper d.d. 2003 and 2004 Official Annual Reports, like all the other
private independent joint Stock Companies listed in the Ljubljana Stock Exchange, it is now
operating on the basis of the criteria that guide management in the private sector i.e., with
priority approach to shareholders profit which has become the Company general philosophy
and which has allowed the Company to be at present considered as one of the most
important economic entities of the entire country.

Therefore even if, formally, also after the conclusion of the privatization process the port
governing body remained the same Company as before, substantially Luka Koper had to
completely shift its mentality from the pursuit of the social interest to the attainment of the
highest possible shareholders’ profit.

Accordingly, also the port and traffic management had to be carried out exclusively under
this new business perspective and all activities had to be guided by the most advanced and
sophisticated managerial criteria to maintain to the Company the Stock Exchange highest
appreciation level that has meanwhile attained.

As far as the institutional aspects are concerned, after this management philosophy
overturning , the port of Koper situation seems much more clear than in the previous period.
As a matter of facts, in its present set-up, Luka Koper exactly represents a case of a port
management body with legal and economic independent existence, acting in the exclusive
shareholders’ interest, that fully operates as a private enterprise.

In other words Luka Koper — that substantially continues to act as a Comprehensive Port
Authority — under an institutional point of view seems to be now in an intermediate position
between that of the British-style port authorities (whose tasks do not rely on the concept of
port activity as a public service but on that of the management of all ports activities as private
firms) and that of an autonomous body managing a public port as independent Company
with legal and economic existence and acting like all the private Companies registered in the
Ljubljana Stock Exchange.

This also because, it seems very difficult to agree with Luka Koper Deputy Chief Executive
statement that, even with the shareholders majority controlled by public interests (the
Slovenian State and Koper Municipality), the Company:

e should now be performing its activity without any form of guidance, assistance or
positive influence from Central Government or other public bodies;

¢ should not benefit from any special treatment or particular contribution, attention or
consideration either from the State or from any other public entity,

apart from the strategic guidelines on national port policy from the Ministry of Transports.

As a matter of fact and even if the above mentioned statement could be considered formally
acceptable, substantially it seems unrealistic to exclude, in practice, any form of indirect
assistance or positive influence from Government majority participation, taking into account
the considerable public presence in the Supervisory Board and both the objective overall
meaning as well as the big political weight that this presence most probably exerts in the
Company daily activity, at least, under the point of view of the better general consideration
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and of the increased trustworthiness of the Company not only in the economic and financial
matters in which it could be operatively involved.

Coming back to its sep-up of Joint Stock Company, also Luka Koper d.d., like all the other
Companies listed on the Stock Exchange, owns now a Company’s capital divided in shares,
whose symbol at the Ljubljana Stock Exchange, is LKPG. On the basis of the indications
contained in the Luka Koper d.d. 2004 Official Annual Report, share capital results divided
into 14.000.000 shares of which 7.140.000 are ordinary registered shares traded in the
Ljubljana Stock Exchange. The remaining 6.860.000 (corresponding to the 49% of the entire
capital) are participating preference shares, with fixed and variable portions of return and
limited voting rights. Nominal value of both classes shares is indicated in 1000 SIT
(Slovenian Tollers'®) per share.

As far as the shareholders are concerned, the Republic of Slovenia, with a 51% participating
interest '(49% preference shares, 2% ordinary registered shares), is the largest owner.
Other important partners are the Municipality of Koper, some Investment Companies, Mutual
Funds, Banks, Brokerage Companies, and other shareholders. Single shareholders
(individual persons), according to Luka Koper web site, at the end of December 2002 were
holding the 13,50% participation while, according to Luka Koper d.d. 2004 Official Annual
Report, at the end of same year, the shareholders were, in total, 9,813, i.e. 15,38% more
than in 2003. On December 2004 the 10 largest shareholders held 76,32% of all Luka Koper
shares.

The same official documents report that 2003 has been a very positive year for Luka Koper
d.d. whose shares’ value rose 60,25% from the beginning of the year, while during 2004 the
share value rose another 11,7%. Their 2003 uniform price on the last day of trading was of
SIT 7,217.57 against their first day of trading price of SIT 4,503.91 and their nominal value of
1,000 SIT with the 2003 share’s average price of SIT 5,290.79 equal to a 24% increase on
2002 when the gross dividend per ordinary share was SIT 225. In 2003 it reached SIT 245
per ordinary share and SIT 65.86 per preference shares: this same level is foreseen for
2004. That’'s why, according to the above mentioned document, “’in 2003 the LKPG shares
attained the highest growth value on the Ljubljana Stock Exchange.” This positive trend was
confirmed also for 2004 when Luka Koper shares uniform price on the first day of trading was
SIT 7,201,99 and on the last day SIT 8,047,33.

Of course, also for Luka Koper d.d., the holders of all classes of shares as well as their
representatives, the members of the Management Board and of the Supervisory Board are
entitled to attend to the general meetings of the Company. The holders of ordinary shares
and their representatives have voting rights on all matters regarding the Company while the
holders of preference shares and their representatives have voting rights only in the cases
specified in the articles of Association of the Company.

12 According to the Italian economic newspaper “24 Ore-Il Sole” of July 20", the average 2004 value of the Slovenian Toller

(SIT) has varied between SIT 240,4 and 239,4 per 1 Euro and on July 20" it was indicated by BCE in SIT 239,5 per 1 Euro.

However, should the decree adopted in October 2003 by the Government of Slovenia for the sale in the
subsequent two years of its 26% shares in Luka Koper d.d. be effectively enforced, its participation, in this
case, should drop from 51% to 25% even thought it should continue to remain the highest one.

13
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2.2.7 The governing body: Luka Koper’s d.d. present organizational structure.

On the basis of the Official Reports, Luka Koper. d.d.- characterised by a one-member
Management Board, the Chief Executive Officer - is managed in accordance with the
Commercial Companies Act as well as with the Articles of Association of Luka Koper d.d..

The Management Board (the Chief Executive Officer), is appointed by the Supervisory Board
for a period of five years, with the possibility of re-election. Since the Company’s
transformation conclusion into a Stock Company in 1996, the Chief Executive Officer is the
same, having been re-confirmed in 2001 after the first 5 years period. The powers of the
Management Board are set forth in the Company’s Articles of Association.

The Management Board is responsible for the Company’s management. The Company’s
Management Board — the Chief Executive Officer - is assisted in his activities by a Deputy
Chief Executive Officer, a Management Team (selected and appointed by the Chief
Executive Officer and approved by the Supervisory Board) and by the Directors of the
Terminals, who are responsible for the management and business operations of the various
terminals which are handled as profit centres. Also the Directors of the Terminals are
appointed by the Chief Executive Officer.

The Supervisory Board — the Company’s highest level body whose main task is to
continuously monitor Luka Koper management and operations and to watch the standing of
the Company and its subsidiaries as well as their operations and operating and overall
results - is composed by nine members: three are proposed by the Republic of Slovenia™,
three are elected by the Employee Council and the remaining three are proposed one by the
Municipal council of Koper, one by the Funds of the Republic of Slovenia and the last one by
the other shareholders.

2.2.8 The governing body: Luka Koper d.d. last activity’s results

According to Luka Koper official papers, in the years 2000/2004, traffic volumes (see Table
2-26) rose from 8,3 million tons of 2000 to almost 12,5 million tons of 2004. Of course, this
brought also to a parallel improvement in operating revenues. In the same period, operating
costs too showed a relevant grow. In particular in 2001 and 2002, owing to poorer utilization
of fixed assets as well as to the increased revaluatory expenses, operating costs greatly
exceeded operating revenues. However the operating losses were more than compensated
by relevant financial revenues. The overall 5 years profit and loss statement is shown in
Table 2-27 which contains the most meaningful figures of Luka Koper balance results
expressed in thousand of SIT and shows, for all the five years, a final profit with however an
important difference between 2001/2002 and 2000, 2003 and 2004. As a matter of facts, the
final positive balance in 2001 and 2002 was the result of the combination of high operating
costs with very important positive financial revenues (which not only have compensated the
operating losses but have also left a positive margin), while the positive results of 2004, 2003
and 2000 derived from the combination of two positive factors: the operating profits and the
financial positive results.

14 That's why, as underlined in the previous paragraph, it seems very difficult to exclude any form of influence end/or of political
pressure notwithstanding the statements on the contrary made by Luka Koper management.
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Table 2-26: Koper port cargo throughput — years 2000-2004

Year Tons handled | % difference on the % difference on

previous year 2000
2000 9.321.832 ==== ====
2001 9.353.991 +0,34 +0,34
2002 9.431.496 +0,83 +1,07
2003 11.036.458 +17,02 +18,39
2004 12.402.607 +12,38 +33,05

Source: Luka Koper 2003 Annual Report and Luka Koper Web-site— Elaboration: Marconsult.

229 The governing body:Luka Koper d.d. and its subsidiaries and associated
companies

As outlined in paragraph 3, the port is nhow a multi-purpose structure equipped and

qualified to handle practically all cargoes, receive all types of ships and serve all the

modes of transport.

However, being the Company’s development strategy aimed at further increasing
competitiveness also by transforming the port area either in an organizer and logistic
services centre qualified to deliver goods to their destination with advanced logistic support
or into a distribution centre (where the customers may select and purchase goods), in these
last years the Company is complementing its main port activity with marketing, logistic,
financial and other services aimed at increasing the added value of the simple
loading/unloading port operation and at making them more attractive to the customers. This
Company’s policy has been confirmed also for the next years.

Therefore, the 11 specialized terminals, either directly or through skilled
subsidiary/associated Companies, are capable to furnish the various kinds of goods with all
basic services from handling to storage, distribution and delivery as well as with all other
services aimed at improving the merchandise’s quality and at preparing it for direct selling,
such as sorting, marking, bagging, labelling, coding, cutting, mixing, crushing, washing,
packing, etc..

To attain these goals Luka Koper has created in the most recent years an integrated logistic
chain, the Luka Koper Group and it is now able to offer a complete logistic service to many of
the most important types of cargo and particularly to those originating/destined outside the
Slovenian borders and particularly in the Central Eastern European countries.

The Group is now formed by Luka Koper itself and by the following Subsidiary Companies
and Associated Companies.

2.2.9.1 Subsidiary companies

The Subsidiary Companies resulting from the 2004 Luka Koper Annual Report are the
following five:

Luke Koper Pristan d.0.0. (controlled by100%). The Company is reported as skilled in
hotel, hospitality and accommodation services.
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Luke Koper Inpo d.0.0. (controlled by100%). Since 1996, this subsidiary — with the
status of disablement Company — is indicated as operating in the maintenance and
services sectors, including mooring and unmooring as well as in collection of truck
terminal rates and in waste collection from ships.

Logistic Service d.0.0. (controlled by100% ): it is reported as a dormant Company,
created for container transporting. At present, has not yet carried out any operation.

Luka Koper Beograd d.0.0. (90% shares’ ownership). Also this subsidiary is qualified
as a dormant Company, established to strengthen Luka Koper d.d. position in
Serbia and Montenegro markets.

Adria-Tow d.o.0. (50% shares’ ownership), with basic activity the performance of ships’
towing services. Other activities indicated are ships’ supplies as well as rescue and
assistance to ships at sea.

2.2.9.2 Associated companies

The Associated Companies resulting from the 2004 Luka Koper Annual Report are the
following seven:

Adria Transport d.o.0 (50% shares’ ownership). The Company has been established in
2004 jointly with the Austrian Company Graz-Koflacher Bahn und Busbetrib. It will
be engaged in the organization and performance of rail transport activities.

Autoservice, d.0.0., Koper (49% shares’ ownership); it is employed for various
interventions in connection with cars terminal operations (minor repairs, de-waxing,
etc.);

Adriafin, d.0.0., Koper (39% shares’ ownership);

Actual I.T., d.o.o., Koper (26% shares’ ownership);

Kopinvest Netherlands B.V. d.o.o., Koper (25% shares’ ownership);

Intereuropa d.d., (23% shares’ ownership);

Golf Istra d.o.0, (20% shares’ ownership).

During 2004, the following participations were sold:

e 49% ownership in the “Trieste International Container Terminal’, T.I.C.T. S.p.a.,
Trieste;

e 50% ownership in Adria Distripark S.r.l., Trieste;
¢ 39% ownership in Finor, d.o.0.;

e 33,33% ownership in W.E.S. d.o.o..

By relying on this integrated operating structure, in addition to the traditional cargo handling
directly performed at the various Terminal, Luka Koper is thus able to offer logistic
operations/services as well as to furnish ships with towing service, garbage collection and
mooring and unmooring operations.

In particular, the last two services:
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e garbage collection

e mooring and unmooring operations,

are provided through Luka Koper Inpo d.o.o., while towing assistance is performed by the
Subsidiary Company Adria-Tow d.o.0,.

As it clearly appears from the foregoing, the only Technical-nautical service that is not
directly provided to ships by Luka Koper Group is Pilotage.

This service is carried out by a self-employed organisation, the “Piloti Koper”, whose
members are registered in the Pilot's Register at the Slovenian Maritime Directorate (on the
point, see paragraphs 2 and point ‘tariff for pilotage of vessels’).

2.2.9.3 Luka Koper d.d and its relationship with slovenian central authorities

As already stressed in paragraphs 5 and 6, although in the new situation the port managing
body formally remained the same Company as at the beginning, substantially both its
purpose and legal status completely changed in the two periods with great diversities not
only in the institutional framework but also in the basic management policy.

2.2.10 The situation during the years 1957/1992

In the period 1957/1992, practically all the infrastructure were planned, decided, managed
and basically (but not exclusively'®) financed by Luka Koper acting as a socially owned
Company that, formally, was operating as an independent entity within the framework of the
social economy.

Therefore, as already pointed out, all port’s matters, activities and operations were primarily
considered as public service to be carried out in the public’s interest but always to get the
best positive results for the Company and the community to which it was pertaining.

2.2.11 The situation as from 1993

With the privatization, the situation has been completely changed. This big change has
involved also Luka Koper relationship with Slovenian Central Authorities and, as a
consequence thereof, the port of Koper Governance Structure, at present, on the basis of
the laws and other regulations and agreements at the moment in force, and of the
information obtained during the visit paid in Koper, results that one shown in the following
Figure.

5 See paragraph 5
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Governance structure of the Port of Koper
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Ship Operators, Cargo Owners

To complete the picture of the official Slovenian documents (laws, regulations, agreements,
etc.) and of the information gathered on the matter, we sum up here-below those that seem
the most interesting ones for the purpose of our Study.

2.2.11.1 The february 2000 lease agreement

As it results from the 2002, 2003 and 2004 Luka Koper Official Annual Reports, since the
year 2000 - and still at present - the relationship between Luka Koper and the Republic of
Slovenia continue to be “temporarily” regulated by the lease agreement dated February
2000. The document covers the utilisation of operating quays and land owned by the
Republic of Slovenia in the port of Koper and, according to it, Luka Koper — which is entitled
to invest in the leased property — must pay the Ministry of Transports and Communication an
annual rent of SIT 20 (equal to €. 0,0834) per ton of cargo handled, with the exclusion of
petroleum products.

The payment of this annual rent has been confirmed also during our recent interview with
Luka Koper Management. In that occasion it was specified that, in addition to that charge,
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Luka Koper must also pay an annual rent to Koper Municipality in the amount to €. 1,45 per
square meter of port land.

2.2.11.2 The maritime code 2002 and the decree 14th december 2002

Always according to the above mentioned Luka Koper Annual Reports, the matter dealt with
by the agreement has been treated also by the Maritime Code of may 12" 2002 which
provides a 6 months period from the entry into force of the regulation referred to in art. 39, for
the settlement of the business relations between the Republic of Slovenia and Luka Koper.

Further on, these problems have been considered also by the Government with the Decree
on the Awarding of Concessions for the Management, Development and Regular
Maintenance of Port Infrastructure in the cargo port of Koper, which came into force on 14"
December 2002.

That Decree, while confirming that the port of Koper is owned by the Republic of Slovenia,
defers the definition in more details of both port infrastructure purpose and their ownership to
the concession agreement. The Decree, which is the basis for the settlement of the
relationship between the two parties, states also that, before signing the concession
agreement for the usage of existing infrastructure (the present one is lasting 35 years,
starting from 2003) the grantor (the Republic of Slovenia) and the licensee (Luka Koper),
must define their positions by signing:

e an agreement regulating their mutual relations for the period following the
ownership transformation of the former socially-owned public Company Luka Koper
p.o. in the Luka-Koper d.d. listed on the Ljubljana Sock Exchange;

e a special agreement regulating land usage rights, land development and other
issues concerning the land in the port of Koper owned, as already said, by the
Republic of Slovenia.

2.212 The problems still open between the two parties

Summarizing, on the basis of the above mentioned Reports, before concluding the
concession agreement in favour of Luka Koper d.d. for the usage of existing infrastructure,
the Decree asks the two parties on one hand to regulate in all economic details the problem
of ownership of shorelines/quays/other infrastructure built on the land of the Republic of
Slovenia by Luka Koper d.d. after 1% January 1993: a very delicate matter, particularly for
those works whose depreciation, at the end of the concession period, could not be
completed, for the case that, at the end of the period, as a result of a public auction, the
concession should not be renewed to Luka Koper.

Another very big question concerns ways and means to be agreed upon by the two parties to
reimburse Luka Koper for the money it is spending for port new infrastructure construction,
starting from that one of Pier Ill now in progress, since the new pier will be assigned in
concession on the basis of an international auction, whose winner could be a third subject
different from Luka Koper.

On the whole matter, it does not seem so easy to reach an acceptable agreement owing to
some important differences in the two parties’ positions. On the basis of Luka Koper
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”y

management written information only for the land utilisation
times higher leasing rate™*®

the State requires from 4 to 8

According to both ESPO Report and 2003 and 2004 Luka Koper Official Annual Reports, the
Company has already prepared and presented the drafts of the three papers requested by
law to settle the whole matter. At the time of writing this Report, no agreement has yet been
reached with the Republic of Slovenia, as confirmed by Luka Koper management during our
visit of 18/05/05.

Therefore, the relationship between the two parties for utilisation by Luka Koper of port
infrastructure, operational facilities and port land, at present continues to be contractually
regulated by the lease agreement concluded in 2000 that concerns either the operational
port infrastructure, facilities and suprastructure or the land owned by the Republic of Slovenia
in the port of Koper.

2.213 The temporary settlement of the relationships

In connection with the foregoing, always on the basis of the information contained in the
above Reports and of those directly obtained in Koper, according to the clauses of the 2000
lease agreement still in force, Luka Koper d.d results having regularly paid to the Slovenian
State the foreseen annual rent of SIT 20 (equal to €. 0,0834) per ton on all kinds of goods
handled in the port, with the exception of petroleum. In addition to the above mentioned rent,
according to Luka Koper management, the Company results having regularly paid a further
rent for the port land to the Koper Municipality in the amount of €. 1,45 per square meter of
port land.

While waiting for a permanent settlement of its relationship with Republic of Slovenia, Luka
Koper d.d. has started modifying its internal structure to adapt it to the foreseen probable
changes by adding to its organizational structure a port infrastructure service.

The lease agreement 2000 has another important meaning under the aspect of seaport
public financing system, because it represents an indirect clear confirmation that Luka Koper:

o from 1957 till 1999, has not paid any rent to the State for the use of port land,
infrastructure and structure which were utilised free of any charges.

 only, as from 2000, is paying an annual rent."’

Always with regard to these relationship’s aspects, it is worth to remind that, according to the
Luka Koper 2003 and 2004 Annual Reports as well as to the ESPO Report, Slovenian
Maritime Code qualifies as port infrastructures all infrastructure and facilities which contribute
to ensure both safe navigation and mooring as well as for the undisturbed performance of
port activities. This means that for the Slovenian Maritime Code, the term “port
infrastructures” has a broader meaning in comparison to that adopted for this Study since,
as per paragraph 2, it includes built-up shorelines, breakwaters, quays, piers, wharves, pier
accesses, mooring devices, access routes, railway tracks, entrance gates, fences, sewage

This too seems an indirect confirmation that the present very low level of the leasing rate could represent a form of indirect
financing.

Taking into account the very low level of the rent, the same could probably represent an indirect form of port financing,
since it is one of the sources of the positive operational results obtained by Luka Koper through its 11 terminals.
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and water systems, electrical installations, lighting and other facilities aiming at ensuring safe
navigation and mooring.

According to Luka Koper 2004 Annual Report'®, “’"Port infrastructure is the property of the
Republic of Slovenia and the local Community or entities of private law'®. The Republic of
Slovenia or the local community grant a concession for the management, control and
development of port infrastructure to the authority managing the port.” In Koper — even if
without any official appointment - this authority is at present Luka Koper, which operates on
the basis of a 35 years concession, as already specified in paragraph 11.

Furthermore, with particular reference to the port of Koper, according to Luka Koper 2004
Annual Report, public moneys spent there in access routes, railway tracks, entrance gates,
fences, sewage and water systems, electrical installations, lighting and telecommunication
installations “” represent an investment of the Republic of Slovenia’s property in the share
capital of Luka Koper d.d.?®”. The mentioned document adds that, as long as the same is
used for the purpose for which it serves, it cannot be part of the bankruptcy estate. Always
on the basis of the same Report, Luka Koper d.d. is responsible and obliged to carry out the
regular maintenance interventions necessary to preserve all the basic functions of these
facilities as part of the port infrastructure, with the funds cashed as Port Dues. To this
purpose, according to the Deputy Chief Executive Officer, Luka Koper — that now carries out
the port works through the just established Port Infrastructure Dept. - in the last 10 years has
spent €. 70 millions as port maintenance. These costs are borne by Luka Koper and are then
reimbursed by the State through the Port Dues: when Port Dues exceed the costs, Luka
Koper must give back the difference to the Ministry. If Dues are not enough, the difference is
anticipated by Luka Koper and recovered the following year from the amounts so levied. This
means that Koper port maintenance costs - advanced by Luka Koper and then reimbursed
by the Ministry of Transports — are really paid through public funds: the Port Dues. Coming
back to the lease agreement concluded in 2000, it must be noted that, according to the
mentioned Reports, it allows the licensee to invest in the leased property and that, in
compliance with the provisions thereof, in 2003 Luka Koper d.d invested SIT 146,065,000 for
the maintenance of the operational shores/shorelines/quays of the port land; furthermore an
additional sum of SIT 983,047,000 was destined to the maintenance and management of
port infrastructure, on the basis of the Maritime Code and of the Decree on the Awarding of
Concessions or the Management, Development and Regular Maintenance of Port
Infrastructure in the cargo port of Koper. On the point, according to the 2003 Official Report,
for port maintenance Luka Koper spent SIT 1,109,112,000 while, as Port Dues?’, it cashed
only SIT 1,035,565,000, with maintenance costs exceeding Port Dues for SIT 73,547,000
and with that difference to be recovered by Luka Koper from the Port Dues collected during
the following year. In the same year 2003, Luka Koper started the works for the new Coal &
Iron Ore Pier, to improve working conditions of Dry Bulk Cargoes terminal and spent SIT
557,697,000 out of the total investment value of about 1,2 billion SIT. Additional investments
regarded the construction of Pier Il infrastructure, the enlargement of rail capacity and other
interventions in port infrastructure.

'® Luka Koper 2004 Annual Report, page 50.

' This is the case of the suprastructure built after 1993 by Luka Koper, that it is now an entity of private law.

2 | uka Koper 2004 Annual Report, page 50. In the same sense are also the 2002 and 2003 Luka Koper Annual Reports as well
as the ESPO Report.

' Considering the overall cargo handled by the port in the same year (ton 11,036,457) this means SIT 93,81 (equal to €.
0,3908) per ton handled.

PUBLIC FINANCING AND CHARGING PRACTICES OF SEAPORTS IN THE EU 62



Country reports for WP | and WP I

During 2004, according to the 2004 Annual Report, “investments amounted to SIT
6,200,000,000 (or € 26,100,000), which represents a 36% increase in comparison to the
previous year”?” The investments regarded either amelioration on terminal
areas/warehouses (timber terminal, cars terminal coal, etc.), or new operating equipment (a
rubber tired gantry crane and a reach stacker).

2.214 WP1: public financing of seaports in Slovenia

2.2.14.1 Task la: identification of system for public financing of seaports in Slovenia

In the Forward of this Study it is clearly indicated that the data related to Koper and Luka
Koper may be considered the basic information for the Slovenian situation, bearing in mind
that the only Slovenian port able to handle international cargo is Koper, whose managing
body is Luka Koper.

Furthermore, for the purpose of this Report, it seems useful to remember that “Port
Infrastructure” as defined by the Slovenian Maritime Code ?* includes not only the port
infrastructure but also the so called “special infrastructure” or “terminal related infrastructure”.

“Port suprastructure” is not officially defined but, by elimination, it should comprise all mobile
and immobile equipment that is upside the land area.

2.2.14.2 Task | b: public financing in the port of Koper

The port of Koper situation with regard to the works carried out, as well as to the nature of the
Company managing it, has been clearly illustrated in par. 5 and 6.

To this purpose is it however interesting to note that:

a) for the years 1957/1992 the Company is practically considering an usual procedure its
exemption from any rent payment as well as some co-financing from other Slovenian
enterprises, as better indicated in paragraph 5, i.e. two forms of interventions that, according
to our opinion, could clearly represent a indirect public support.

b) has summarised as follows the situation created by the privatisation law passed in 1993 by
the Slovenian Parliament:

e all port lands as well as all port infrastructure (built-up shorelines, breakwaters, quays,
piers, wharves, etc.) and suprastructure (sheltered and open storage areas, roofed and
special warehouses, shore cranes, other handling equipment, etc.) built/bought by Luka
Koper with its public funds during the period when port was socially owned property, are
now Slovenian State property;

2 2004 Luka Koper Annual Report, page 32.

= As better specified in par. 2, according to the few sources available, the Code defines as follows port infrastructure: built-up
shorelines, breakwaters, quays, piers, wharves, pier accesses, mooring devices, access routes, railway tracks, entrance
gates, fences, sewage and water systems, electrical installations, lighting and other facilities aiming at ensuring safe
navigation and mooring.
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e all port lands (except a small part beside the old town which is owned by Koper
Municipality) as well as all port infrastructure built after 1993 by Luka Koper with its funds,
have become too Slovenian State property;

¢ all other port infrastructure such as access routes, railway tracks, entrance gates, fences,
sewage and water systems, electrical and communication installations, lighting and other
facilities, belong to the Slovenian State. They have been considered by the State as its
investment in Luka Koper d.d. and represent the 51% of Luka Koper share capital.

On the above mentioned topics, the same officer either verbally or through subsequent
written clarifications, has summarised as follows the expected final Luka Koper position:

e utilisation of port infrastructure and suprastructure built before 1993 as well as of
infrastructure built after 1993 through a 35 years concession;

o utilisation of all other port infrastructure such as access routes, railway tracks, entrance
gates, fences, sewage and water systems, electrical and communication installations,
lighting and other facilities,through the same 35 years concession

¢ recognition of Luka Koper property for all port suprastructures built after 1993.

In other words, all ports infrastructure and suprastructure built up to 1992 by Luka Koper with
its funds (at that time, public funds), as well as all port infrastructure built after 1993, are now
exclusive property of the Republic of Slovenia.

On the point, the same source has confirmed that concessions to licensee for port
infrastructure’s management and development are granted by the Maritime Office of the
Republic of Slovenia®

Licensees and concessionaries’ rents, fees, obligations and rights related to port
infrastructure utilisation and administration and waste collection from ships, are dealt with by
the Maritime Office of the Ministry of Transports and Communications and are set by
Government Decree.

Ports are administered by concessionaries on the basis of annual, middle or long terms
activity’s plans presented to the Government for approval only for the strategic matters
involving national maritime policy. These plans are supervised by the Maritime Office of the
Republic of Slovenia.

Summarising, the following infrastructure are now Slovenian State property:

¢ the Koper port primary or basic infrastructure as well as the terminal related infrastructure
(such as piers, gates, adjacent areas/lands) for the part built or acquired before the
privatisation process completion;

e the other basic or secondary infrastructure (such as roads, rails, fences, power,
telecommunications, water and waste waters installations, etc.) built or acquired before 1%
January 1993;

e all port infrastructure built after 1993.

2 For better details on this topic, please refer to paragraph 2.
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While waiting for the complete settlement of the matter, the rent paid by Luka Koper to the
Slovenian Government for the utilisation of the above port infrastructure/suprastructure (SIT
20 or approx. €. 0,0834 per ton of cargo handled, with the exclusion of petroleum products),
amounted respectively to SIT 151,016,320 in 2002, to SIT 184,932,700 in 2003 and to about
212,052,140 Sit in 2004%° or €. 884,660 in 2004. In addition, Luka Koper has also paid the
relevant maintenance costs?.

Taking into account the port overall throughput (including petroleum), this means a lease rate
of SIT 16,01 per ton (equal to approximately €. 0,066) in 2002, of SIT 16,76 per ton in 2003
(equal to approximately €. 0.070) and of SIT 17,10 in 2004 (equal to approximately €. 0,072).

For the utilisation of all other port infrastructure (access routes, railway tracks, entrance
gates, fences, sewage and water systems, electrical and communication installations, lighting
etc.), nothing has been/will be paid by Luka Koper that is, however, obliged to maintain its
basic functions and to bear the relevant maintenance costs.

A quick glance to the whole picture — which shows a very low level of lease rates applied to
Luka Koper for port infrastructure (as well as the absence of any rent fee for the other port
infrastructure) - seems, to some extent, evidence an indirect form of public port financing from
the State.

Also the annual rent paid by Luka Koper to Koper Municipality (€ 1,45 per square meter of
port land, equal to €. 3,5 million during 2004 or € 0,282 per ton on the 2004 port overall
throughput), seems to be on the very low side, and could too represent another indirect form
of public financing from the local administrative authority.

To this purpose, it seems important to remind also that, according to Luka Koper 2003 and
2004 Annual Reports as well as to ESPO Report, public money spent by Republic of Slovenia
in access routes, railway tracks, entrance gates, fences, sewage and water systems,
electrical installations, lighting and telecommunication installations, with the 51% capital value
contribution, “’represent an investment of the Republic of Slovenia in the share capital of
Luka Koper d.d.” and the reference basis of the 35 years concession’s rights in the port, in
favour of the same Luka Koper Company.

The way and means of evaluating these investment might probably represent another
Government financing in the form of indirect provision of capital, considering the very low
evaluation of the money spent for all works that represent the 51% of capital value.

As far as operational management and legal provisions are concerned, both from official
documents and from the contacts we had with Luka Koper management, we did not find any
special provisions or particular data which could be classified as public financing. However,
even though to a specific question on this topic, the reply from Luka Koper representative has
been a firm confirmation of the absolute autonomy and of the complete absence of any
support or contribution, some doubts remain on the matter. This bearing in mind, for example,

% Since the overall throughput of the port was ton 9,431,497 in 2002, ton 11,036,457 in 2003, and ton 12,402,607 in 2004,

the non petroleum cargo ton on which the annual rent has been charged amounted respectively to 7,550,816 ton in 2002,
to 9,246,625 ton in 2003 and to about 10,602,607 ton in 2004 (which means that, of the total cargo handled by the port, the
rent has been charged respectively on the 80,06% in 2002, on the 83,78% in 2003 and approximately on the 85,49% in
2004). Considering the overall throughput of the port, this should have meant a lease rate of SIT 16,01 per ton (equal to
approximately €. 0,066) in 2002, of SIT 16,76 (equal to approximately €. 0.070) in 2003, and of SIT 17,10 (equal to
approximately €. 0,072) in 2004.

% On this point, please refer also to paragraph13 of Forward.
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that Luka Koper from 1957 till 1999 has not paid any rent for the use of the ports and of its
infrastructure and that, as from 2000, is paying only very low rents.

Only to complete the picture of the financial flows, it must be noted that, according to the
indications furnished by Luka Koper Deputy Chief Executive, both the Slovenian Government
and the Koper Municipality, in addition to the annual rents they are getting (in 2004, €.
884,660 the Government and €. 3,500.000 Koper Municipality), as Luka Koper Company’s
shareholders they are also benefiting from the Company’s management profits amounting in
2004, respectively to about €. 2,200,000.00 for the Government and to €. 950,000.00 for the
Koper Municipality.

In conclusion, on the basis of Luka Koper management statements, not only the Company
should not have received/is not receiving any specific form of contribution or of particular
attention from the public side?’, but in these last years, it should have regularly contributed
with million of Euro to the Government and Municipal treasuries.

2.2.15 WP2: charging practices of seaports in slovenia

Once again, it is here confirmed that the Slovenian situation is represented by that one of
Koper. So the data related to Koper and Luka Koper are to be considered as the basic
information for the Republic of Slovenia for the same reasons as previously specified.

2.2.15.1 Task Il a: charging practices related to port operators

The topic of the “Slovenian charging practices to Terminal Operators”, has been tacked with
in more details, in paragraphs 11 and 13, where the present Slovenian situation vis-a-vis the
“charging practice to terminal operators” has been analysed.

Also the Koper situation, has been dealt with, in more details, in the previous paragraphs.
Here we only remind that Luka Koper d.d., even without any official appointment as a Port
Authority:

e practically operates since the beginning like a Comprehensive Port Authority,

e in this position, it is responsible for port administration, planning and development as well
as for carrying out, after their approval, the various projects presented to the competent
Ministry.

At the same time, it acts as the only terminal operator of the port of Koper where it carries out
all terminal activities/services on the basis of the mentioned long-term concession and for
which, according to Luka Koper Deputy Executive Officer, it is now paying only the two above
mentioned yearly rents (SIT 20 per ton of cargo handled to the Ministry of Transports and
Communication and €. 1,45 per square meter of port land to the Koper Municipality) and it is
bearing the maintenance costs of all ports infrastructure/superstructure utilised?®.

27 On this point, no reference at all has been made to the management and utilisation of the port free of any rent payment up

to 1992 and to the very low rent rates paid to the same purpose as from 1993, two special elements that, on the contrary,
according to our opinion, must be reminded to have an actual and complete picture of the existing situation.

3 On this topic, please refer also to Forward, paragraph 13.
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2.2.15.2 Task Il b : charging practices related to ship operators
As Terminal operator, Luka Koper, according to the information obtained:

e is charging and cashing the “Port Dues” or “Wharfage Charges” to ship’s owners/agents in
the amounts foreseen per type of cargo/passengers by the Official Tariffs that are
determined by the Maritime Code of the Republic of Slovenia;

e applies the official “ad hoc” public Tariffs foreseen for the principal operations/services it
carries out in the port of Koper directly or through its subsidiary/associated companies.

The “Port Dues”, charged and cashed by Luka Koper on behalf of the Transport Ministry,
cover the use of the port infrastructure and are utilised to face the port maintenance costs®.

The Tariffs applied for the various port operations/services — which are public - are prepared
by Luka Koper and become official only after the Ministry approval. According to the
statements of Luka Koper representative, they are based on the principles of market
economy to get the best possible compensation for the services/operations rendered,
however always bearing in mind the opportunity of keeping them on the maximum level of
competitiveness vis-a-vis those of the other most important North Adriatic and Northern
European ports. For cases/operations not specifically foreseen, tariffs must be agreed upon
between the interested parties.

According to the indications of Luka Koper web-site, as well as on the basis of the information
got from the Company’s management, the most important tariffs at present in force are those
listed here-below.

Tariff of Port Dues. This Tariff includes “Port Dues” and “Wharfage Charges”. It is
determined by the Slovenian Maritime Code for the use of the piers and of the other port
infrastructure and covers the port maintenance expenses which, according to the same Code,
formally fall under the responsibility and obligation of Luka Koper®, even though substantially
they are then reimbursed by the Ministry of Transports through the Port Dues applied and
cashed by the same Company. Consequently, all types of maintenance costs of the port of
Koper are covered by public funds.

e Port Dues. These dues are paid by each vessel calling at Koper and are established both
for cargo and passenger traffic operated in the port. With regard to cargo, these dues,
whose amount varies according to the type of traffic handled, are applied per ton loaded
and/or discharged. On passenger movements, they are charged in a fixed amount per
passenger embarked/disembarked. Their amount is established by the Ministry on Luka
Koper proposal and may be changed when they do not cover the normal maintenance
costs. However, any kind of increase is generally kept on limited levels in order to
preserve, as much as possible, the port competitiveness.

e Wharfage Charges. They are to be paid by each vessel when using the piers or port
waterways for any other purpose except for embarkation/debarkation of passengers or for
cargo loading and/or discharging operations.

2 See par. 13, for more details.

30 See paragraph 13, for more details.
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Tariff for cargo handling, storage and additional services. This tariff, issued by Luka
Koper, covers cargo operations and defines the prices and the operating conditions for the
various services provided by Luka Koper in its 11 Terminals. The tariff, prepared by Luka
Koper on the basis of market conditions as indicated by Company’s management, is then
sent and discussed with the Ministry of Transports and Communication. It becomes public
and applicable only after the Ministry approval.

Tariff for pilotage of vessels. This tariff, issued by Koper Pilots — Sea pilotage Ltd. — a
private Company that is not part of the Luka Koper Group - is based on the Maritime Code. It
indicates the tariffs as well as the method of price formation for ship’s pilotage services and
contains the rules to be applied in the various operational situations. This Tariff must be
approved by the Maritime Directorate before becoming public and applicable. Pilotage is
compulsory for ships of 500 GT and more and for ships carrying dangerous cargo irrespective
of their GT. In theory, Koper Pilots do not work in monopoly regime. However the conditions
to operate such a service are so heavy that, practically, they are the only Company at present
working in the port. As in other ports, under certain special conditions for ships and masters
and on a case by case basis, ships may be exempted from pilotage by Maritime Directorate.

Tariff for towage of vessels. This tariff, issued by Adria-Tow d.o.0. — a Subsidiary Company
of Luka Koper d.d.- contains the rates and conditions applicable for vessels towage as well as
for ship’s supplies, rescue and assistance at sea. Also for towage — that is not compulsory -
no official exclusive right is granted even if, at present, only Adria Tow is operating. This Tariff
too must be approved by the Ministry before becoming applicable.

Tariff for mooring and unmooring of ships. This tariff is issued by Luka Koper Inpo d.o.o.,
a Subsidiary Company of Luka Koper d.d., after having been approved by the Ministry. It
contains the rates and conditions applicable for vessels mooring, unmooring and shifting in
the port of Koper.

Tariff for Service of collection of waste from ships. The tariff is issued on the basis of the
Decision of the Slovenian Maritime Directorate No. 26232-17/2004/7, dated 19th January
2005. Also this service is furnished by Luka Koper Inpo d.o.o.. The Tariff covers waste
management and regular waste collection service.

2.2.16 Conclusions

The system of financing and charging of the port of Koper — that represents the Slovenian
picture - is heavily conditioned by the very special institutional situation that has characterised
and still characterises this country, taking particularly into account:

¢ the Luka Koper nature of public socially owned Company till 1992, practically pertaining to
the community that was owning and controlling everything in the country including the port
land and infrastructure;

e its transformation into a private Company in which the State continues however to
maintain a predominant position.

In both cases, Luka Koper has been indicated by its Deputy Chief Executive basically as an
independent self-sustained/self-funding Company. To this purpose, even if under a formal
point of view, this statement could be considered at least as partially true, under a substantial
point of view, it results somehow different.
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As a matter of fact, during the first period of its activity (i.e. from 1976 till the end of the years
‘80°%"), Luka Koper has obtained some special contributions from other Slovenian enterprises
and these funds were acquired without any expenses or obligations of refund; furthermore,
owing to its nature of social owned Company, it did not pay any kind of rent for the utilisation
of port land up to the year 2000 when the present leasing agreement was concluded. This
having been the objective situation, for the whole period during which it has operated free of
any charge, it has certainly befitted from an important indirect public contribution in addition to
the contribution acquired from other Slovenian enterprises in the period 1976/end of the '80.

Furthermore, being at that time everything of social nature, even if it has been impossible to
clarify in details this other topic, it seems not to be excluded that, also the personnel costs
could have had some social components not directly charged to the Company with probable
indirect economic benefits for the same.

In other words, some situations strictly linked to the particular kind of political and economic
regime in force during those years (and, as such, absolutely legal and formally correct) were,
most probably, substantially representing special forms of public indirect port financing.

This particular legal status that lasted for more than 40 years and especially:

¢ the social nature of the port land property and

e the present completion of the depreciation period for the most important part of
infrastructure built by Luka Koper in that period,

probably helps to understand also why leasing rates for port utilisation have been paid to the
Slovenian Republic and the Koper Municipality only from the year 2000 and why, after that
date, they have been kept to the present very low level, as indicated in the previous
paragraphs.

This special status helps also to understand:

e why Luka Koper representative has confirmed the absence of any kind of State
contribution notwithstanding the exemption from the rent payment and the special
contribution from other enterprises;

¢ the very low level of the rents paid as from the year 2000;

e the very limited evaluation of the important public works carried out in the years by the
public powers, which represent the 51% participation of the Republic of Slovenia in Luka
Koper share capital;

e the fact that the infrastructure maintenance costs, formally paid by Luka Koper,
substiantially are then reimbursed by the State through the Port Dues.

For the first period, being everything of public nature, all works payments were considered
normal public “routine” expenses not public contributions; for the same reason, the co-
financing from other enterprises (a specificity of that time system of self-management of the
social ownership) was too a legal procedure. After 1992, it probably has appeared (and till is
considered) a normal solution to continue giving a special consideration to Luka Koper both
through the application of the present very reduced rents for the wuse of

31 For more details, please refer to paragraph 5.
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infrastructure/suprastructure carried out in the past and practically without or with very limited
remaining depreciation and by reimbursing, through the Port Duties, the maintenance costs
paid by the same Company.

Finally and always with regard to public financing, according to our opinion, another important
external factor has to be taken into consideration for the indirect positive support that it may
give to the port management: the enormous positive influence that the 51% participation of
the Republic of Slovenia in Luka Koper share capital certainly represents and the consequent
indirect benefits that it may probably allow. We make reference particularly to the better
general consideration and to the increased trustworthiness on which the Company can rely
on various topics and particularly on economic and financial matters, thanks to the simple
presence of the State in a majority position. This objective positive element, even if officially
not evidenced by the Company’s management, most probably represents another important
indirect form of assistance and of indirect support granted to the port of Koper and to its
competitiveness.
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2.3 The Netherlands
2.31 Work package 1

2.3.1.1 System for public financing of seaports in the Netherlands

2.3.1.1.1 Introduction

In the Netherlands, there are 15 ports that perform commercial activities. According to the
National Port Council, these ports can be divided by area as follows:

¢ Northern ports (Delfzijl/lEemshaven, Harlingen, Den Helder);

¢ Noordzeekanaal area (Velsen/lJmuiden, Beverwijk, Zaanstad and Amsterdam),
also referred to as Amsterdam Ports;

e Maas/Rhine delta (Vlaardingen; Schiedam; Rotterdam; Dordrecht; Moerdijk);
¢ Mouth of the Scheldt river (Vlissingen and Terneuzen);

e Other (Scheveningen).

In 2004, Dutch ports handled 471,286 tonnes of cargo. Almost 75% of this cargo was
handled by the ports of Rotterdam / Schiedam / Vlaardingen, while 11% was handled by the
port of Amsterdam. Other major ports are Velzen/I[Umuiden, Terneuzen, Vlissingen, Moerdijk
and Scheveningen.

Smaller ports are often associated together for specific common tasks. As an example, the
ports located along the Noordzeekanaal (Velsen / IJmuiden, Beverwijk, Zaanstad and
Amsterdam) work together under an organisation called Amsterdam Ports. This organisation
is responsible for the nautical aspects of all port entrances to the Noordzeekanaal. This
responsibility is mandated to a public entity called Centraal Nautisch Beheer (Central
Nautical Administration, CNB). The Amsterdam Port Authority is responsible for the
operations of the CNB in the Noordzeekanaal area. The following table shows the volumes
handled by each of the ports.
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Table 2-27: Volume handled by Dutch ports, 2004 (thousand tons)

Port Import Export Total
Delfzijl 1,266 1,574 2,840
Den Helder 95 108 203
Harlingen 596 488 1,084
Velzen/l[Umuiden 17,333 3,218 20,551
Beverwijk 98 319 417
Zaanstad 303 14 317
Amsterdam 38,228 13,664 51,892
Scheveningen 1,959 2,650 4,612
Rotterdam/Schiedam/Vlaardingen 271,011 81,348 352,359
Dordrecht 1,432 1,082 2,511
Moerdijk 3,085 1,412 4,497
Vlissingen 11,662 3,791 15,453
Terneuzen 11,074 3,476 14,550
Total 358,115 113,144 471,286

Source: Havenraad

Table 2-28 shows the volumes handled by the port or Amsterdam in more detail. The
volumes handled by the port of Rotterdam are presented in the next section.

Table 2-28: Throughput Port of Amsterdam, 2004 (thousand tonnes)

Import Export Total
Liquid bulk 9,765 8,409 18,174
Dry bulk 26,249 4,659 30,908
Containers 536 237 773
Roll-on Roll-off 458 169 627
Other general cargo 1,220 190 1,410
Total 38,228 13,664 51,892

2.3.1.1.2 Governance Structure

In the Netherlands, different port structures can be found. The major ports, Rotterdam and
Amsterdam, are administered by a port company (Havenbedrijf). The port company fulfils the
functions of port authority, deals with the strategic management and the planning of the port
and is responsible for its operational management and marketing. In the case of Rotterdam
the port company is an independent company acting under private law, but its shares are
entirely in the hands of the Municipality of Rotterdam. In the case of Amsterdam, the port
company is a department of the municipality and under the control of the elected alderman
for port affairs. Therefore, it operates under public law. Figure 2-1 shows the governance
structure of the ports of Rotterdam and Amsterdam.
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Fig. 2-1: Governance structure of the ports of Rotterdam and Amsterdam
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Smaller ports are administered by a Havenschap, a port board, or, in some cases, the port
authority is a municipal company. In the Havenschap, provinces and municipalities manage
and operate the port together, sometimes in cooperation with other organisations, e.g.
private companies. The port board takes care of the interests of all the parties involved in the
port. Ports can be jointly administered and coordinated by a single port board, e.g.
Groningen, which administers the twin ports of Delfzijl and Eemshaven, or like the ports in
the mouth of the River Scheldt (Vlissingen and Terneuzen).

Figure 2-2 shows the governance structure of ports under a port board.

Fig. 2-2: Governance structure of the other ports in the Netherlands
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Finally, there is a small number of private ports and terminals. In the Noord Zee Canal area
there are the private ports of Zeehaven IUJmuiden NV and Corus (both located in the
Velsen/I[Jmuiden area) and the port of Beverwijk. Corus, a steel company, accounts for about
99% of the cargo transhipped in the Velsen/l[Umuiden area, while Beverwijk is a small port
specialised in niche traffics. Besides, there are the private terminals of Daalimpex, Namkade
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and Velserkom. Private ports and terminals are administered as independent commercial
companies.

Port companies and boards are responsible for the port management functions. They are
also in charge for operation and regulation in the fields of authorisations, concessions and
land use. The ports have their own rules and regulations and port dues are set port by port.
All ports are represented in the national port council (Havenraad) that provides advice to the
Government on port-related issues.

Responsibilities

The dominant port model in the Netherlands is the landlord port model, where the port
authority leases out port land and terminal infrastructure to private companies that operate it
with their own equipment. In Rotterdam and Amsterdam, the port company is the port
authority, a separate independent commercial organisation, traditionally under the control of
the corresponding municipality. In the Netherlands the port company is responsible for:

¢ Maritime authority functions that include: navigation support; traffic control by
VHF from the various traffic posts and by patrol vehicles; locks management
and operation; laws and regulation enforcement; environmental and other
inspections, etc.;

¢ Maintenance of quays, piers and water depth;

¢ Planning the development of port land;

e Providing and leasing land to private operators;
e  Promotion and marketing of the port as a whole;

¢ Investment in port and terminal infrastructure.

As far as cargo-handling and stevedoring activities are concerned, in principle they fall
entirely into the responsibility of private operators who lease areas from the port company
that has a large degree of freedom in setting lease fees in accordance with its objectives.
Service tariffs are decided by the private operators without interference from the port
authorities. Reference tariffs have to be published, but they can be confidentially negotiated
with the users.

Nautical services are provided by private companies. Pilotage is provided by a single
company at national level, whose tariffs are controlled by the Ministry of Transport, Public
Works and Water Management. The tariffs for towage, mooring and unmooring are set by
the individual private companies on the basis of market considerations.

2.3.1.1.3 Financing of port investment and activities

Responsibilities

With regard to the responsibilities for port investment, the following categories of port
investment are identified:

. Investment in port access infrastructure, that includes breakwaters, dredging,
navigation aids;
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¢ Investment in terminal related infrastructure, that includes land reclamation,
quays, piers, jetties;

. Investment in suprastructure, that includes terminal paving, warehouses,
offices, cranes.

Investment in port defence and access infrastructure from the maritime side falls under the
responsibility of the National Government. Thus, investments in breakwaters, capital
dredging of maritime access channels, etc. are entitled to public financial support and no
explicit tariff is charged for their use. As far as buoys and other navigational aids are
concerned, the investment responsibility is for the State if they are outside the port area and
for the port authority within the port area.

Access to the port area from the land side depends on specific agreements. In Dutch ports
there is a combination of state roads (motorways), provincial roads (secondary and local
roads), municipal roads (local roads) and port roads (local roads) and private roads (on
terminals or other private land). Costs of port roads are assumed by the port authority. The
costs for the other roads are borne by the state, province or municipality. There are few port
roads, also because there are few roads for which the port is the sole beneficiary.

Rail connections fall under the responsibility of the port authority, if they are within the
boundaries of the port, and under the responsibility of the competent (public) body or Railway
Company if outside the port.

Land reclamation projects usually fall under the sole responsibility of the port authority. The
port authority is also responsible for all investments in infrastructure within the port area,
such as docks, quays, roads, channels, maintenance dredging within the port, etc.

Superstructure and equipment is in general on the account of private operators even though
there may be equipment owned by the port company for the use of which the port company
charges a tariff. In Amsterdam jetties, finger piers and specific mooring assets are owned by
the Port Authority and leased to the industry, and only incidentally are quays and jetties
financed and owned by the industry. The following table shows a specific attribution of
financial responsibility for superstructure and equipment in the specific case of the port of
Amsterdam.
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Table 2-29: Division of responsibilities between APA and the industry

Type of suprastructure

Input form Amsterdam Port Authority

Surface arrangements

Paving

Buildings
Terminal Lighting
Parking areas
Gates and fences
Sheds
Warehouses

Staking areas

Tank farms and silos
Offices

Repair Shops

Other buildings

Cranes

Straddle carriers
Other cargo handling

Financed/owned by industry

Financed/owned by industry, incidentally by APA
Financed/owned by industry, incidentally by APA
Financed/owned by industry

Financed/owned by industry

Financed/owned by industry, especially for Port Security
Financed/owned by industry

Financed/owned by industry, incidentally owned by APA
and leased to industry

Financed/owned by industry

Financed/owned by industry

Financed/owned by industry

Financed/owned by industry

Financed/owned by industry, a few buildings are owned by
APA and leased to industry

Financed/owned by industry, incidentally owned by APA
and leased to industry

Financed/owned by industry

Financed/owned by industry

equipment

Source: Gemeentelijk Havenbedrijf Amsterdam

In general the port company may take responsibility for investments below a certain amount;
above this, investments have to be sanctioned by its shareholders (generally the municipal
region).

Port Authorities are not compensated for operational losses, nor do they provide non-
refundable grants or loans on privileged terms to terminal operators. Private entities within
the port are fully responsible for the payment of legal provisions and entirely accountable for
the operational management of their companies.

Analogously, Port Authorities do not enjoy preferential treatment from the State as far as
their operational management obligations and their legal provisions are concerned.

Sources of public financing

It may be useful to clearly distinguish among the three possible sources of public financing in
the port sector:

. Port authorities;
e Municipalities;

e  State.

The following section describes the financial measures that can be and are carried out by the
three above-mentioned bodies in the port sector.
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2.3.1.1.4 Port authorities

Given the specific port governance structure of the Netherlands, port authorities are to a
great extent commercially independent public bodies, and they are thus responsible for
raising their own finance and for carrying out investments. Their investments can be divided
into two types:

¢ Investments in general port management and infrastructure;

¢ Investments in user-specific infrastructure.

The first one falls under the general responsibility of the port authority, as manager of public
assets and as safe guarder of the broader public interest.

The second type entails infrastructure provision for a specific user and may be motivated by
the need of the port to strengthen its strategic position. The only type of investment that falls
in the latter case under the responsibility of the port authority is port terminal related
infrastructure (excluding terminal equipment and suprastructure that is in principle the
responsibility of the terminal operators).

2.3.1.1.5 Municipality

In general the port authority does not receive financing neither from national nor local
authorities, and port investment is performed (with the exception of access infrastructure)
exclusively on the account of the port authority and/or of private operators and investors.
Nevertheless in order to correctly understand the link between the port authority and the
respective municipality, it is necessary to distinguish among the two specific cases in the
Netherlands; the case of the corporatised port authority (Rotterdam) and the case of the
Municipal port Authority (Amsterdam).

What is relevant to notice in the case of Rotterdam, which will be analysed in detail in the
next section, is that the corporatised Port of Rotterdam is in principle a separate entity from
the Municipality of Rotterdam that acts exclusively as a shareholder. The types of investment
that are undertaken by the Port of Rotterdam are listed in the port accounts and are not
included in the municipal accounts. This structure in principle would make it easier to identify
any contributions from the Municipality of Rotterdam to the port.

Nevertheless it could be debatable whether the municipality, as the sole shareholder of the
port company, should act as a neutral (private) investor; what could be the mechanisms
available to the municipality to contribute financially to the port of Rotterdam; and if there are
effectively such transfers. An additional issue refers to the processes determining increases
of the capital of the Port Company. These processes are in general regulated by the rules
concerning the participation of Public Bodies in Private companies. In principle if the return
that the Municipality of Rotterdam is obtaining from the (public) capital invested in the Port of
Rotterdam is comparable with the return that could be obtained from other investments, no
specific public aid is involved. From the analysis of the accounts of the port of Rotterdam,
there is no reason to believe that the sums invested by the Municipality of Rotterdam in the
Port of Rotterdam are generating an adequate rate of return.

The situation of the port of Amsterdam is different as the port authority is a municipal
company. The Port of Amsterdam (Gemeentelijk Havenbedrijf Amsterdam — GHA) has to
maintain separate accounts nevertheless. Investments undertaken by the Port of Amsterdam

PUBLIC FINANCING AND CHARGING PRACTICES OF SEAPORTS IN THE EU 77



Country reports for WP | and WP I

have to be approved (directly or indirectly) by the Municipality of Amsterdam. Loans from the
Municipality of Amsterdam to the port authority are under the terms where the interest rate is
fixed yearly on the basis of all outstanding financing obligations by the city (rente
leningfonds). In the long term this means that GHA pays interest on market conditions.

The port of Amsterdam generated a return on invested capital of 4.5 percent in 2003, as can
be seen in Table 2-30.

Table 2-30: Financial key-figures of the port of Amsterdam (1. and 2. in million
Euros)

2003 2002 2001
1. Invested capital
Total invested capital 526 489 469
Tangible fixed assets 445 409 391
Gross investments 54 48 65
2. Financial securities
Turnover 70.4 69.9 67.5
Operating results 7.7 10.0 20.6
Depreciation 14.2 13.9 6.7
Cash-flow 21.9 23.9 27.3
Transfer to municipality 20.6 7.8 71
3. Key figures
Profitability’ 4.5% 4.7% 7.4%
Result margin2 10.9% 11.1% 29.8%

"Result + interest loans as percentage of the total invested capital
?Result as percentage of the turnover
Source: Gemeentelijk Havenbedrijf Amsterdam

2.3.1.1.6 State

As far as the state is concerned, the government is responsible for the financing of those
infrastructures (access and basic) that are deemed to fall under the “public scope” of the
port, or because they benefit the Country as a whole, or are necessary for market failure
considerations. It is often claimed that it is the responsibility of the Government to ensure the
accessibility and the safety of the port. In this point of view, the Government finances capital
dredging, breakwaters and other major investments.

As far as state contributions to port investment are concerned, it is worth noting that until
2003 there was a grant scheme for investments in port infrastructure, provided by the
Ministry of Transport, Public Works and Water Management, called Haveninterne Projecten
Il (Internal port projects). In a four-year period, a total of around € 93 million was available
under this scheme, for all ports in the Netherlands. The average subsidy per project was
around 20% of the invested sum. Even though the money was allocated in the period 2000-
2003, it could actually be transferred to later years. As an example, the following table shows
the amounts of subsidy received by the port of Amsterdam in the period 2000-2002.
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Table 2-31: Subsidies received by the port of Amsterdam, 2000-2002 (million

Euros)
2000 2001 2002
HIP HIP Other HIP HIP Other HIP HIP Other
I Il I Il I Il
Development Westpoort West, - - - - - 25 - -
phase 1
Amsterdam Passenger Terminal - - - - - 06 - -
Restructuring Australia harbour - 064 - - 009 3.1 - -
Development Westpoort, phase 2 14 - - - - - 14 -
Development Westpoort, phase 3 14 - - - - - - -
Restructuring Hem harbour 1.1 - - - - - - -
Restructuring West harbour, part | 0.5 - - - - - - -
Total 5.1 0.9 3.5

Source: Gemeentelijk Havenbedrijf Amsterdam

An additional remark refers to the financial plan for the large extension of the port of
Rotterdam (Maasvlakte Il), as it involves a large capital transfer from the National
Government to the Port of Rotterdam. The financial plan will include the increase in the
capital of the Port Company, in accordance to the acquisition by the Government of 33% of
the shares of the Port Company. Momentarily the project has been delayed for 18 months by
the Parliament.

2.3.1.2 Public financing in the port of Rotterdam

2.3.1.2.1 Introduction

The Port of Rotterdam covers approximately 10,500 hectares and is a major contributor to
the national and regional economy. The port is a hub in the international goods flows and a
business location for industry and logistics services.

The port of Rotterdam is a multi-purpose port in which substantial traffics are oil, chemicals
and containers. The handling of containers in Rotterdam is concentrated in two locations: the
Maasvlakte and the Waalhaven/Eemhaven area. The latter is situated more inland. Large
container ships are handled at the Maasvlakte, as the Waalhaven and Eemhaven area
specialises in short sea shipping.
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Table 2-32: Throughput Port of Rotterdam, 2003 (thousand tons)

Type of cargo Throughput
General cargo: 102.2
Containers 82.4
Roll on / roll off 11.0
Other general cargo 8.8
Dry bulk 89.3
Ore / scrap 42.2
Coal 25.3
Agri bulk 10.6
Other dry bulk 11.2
Liquid bulk 160.9
Crude oil 1021
Mineral oil products 33.2
Other liquid bulk 25.6
Total through put 352.4

2.3.1.2.2 Governance structure

The Port of Rotterdam (Havenbedrijf Rotterdam NV) is legally a private entity. On behalf of
the national government, the Harbour Master (acting as national and municipal HM) is
mandated to act under public law.

The Port of Rotterdam used to be administered by a separate branch of the Municipal
Government - the Rotterdam Municipal Port Management (RMPM or Gemeentelijk
Havenbedrijf Rotterdam) - led by the elected Alderman for Port Affairs. The Port Authority
was the executive body of RMPM. As of the first of January 200432, the RMPM, has become
a government corporation: Port of Rotterdam (Havenbedrijf Rotterdam NV). The Municipality
of Rotterdam is the sole shareholder of the Port of Rotterdam.

Port activities have been embedded in three divisions: the Commercial Division, the Division
Port Infrastructure and the Division Rotterdam Port Authority. Five policy units are
responsible for activities that include developing policy, communication and support in the
finance, personnel and ICT fields. The Executive Board holds overall responsibility. At the
top of the company there is a Supervisory Board constituted of no more than five directors
including its chairperson. The Supervisory Board may be enlarged to a maximum of seven
members.

2.3.1.2.3 Public investment in port infrastructure in Rotterdam in 2003

Investment responsibilities in the port can be grouped in three major categories. Sea-access
infrastructure — that is the infrastructure that allows access to the port such as access
channels, fairways, dredging works, protection works, breakwaters; navigation aids outside

32 As far as the present analysis is concerned, figures and data and in general the overall analysis refers to 2003 for conformity
with the entire report. It has been considered relevant nevertheless to explain and refer also to the situation after first of
January 2004 as the corporatisation of the port modified substantially the relations between the port of Rotterdam and the
Municipality of Rotterdam.
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the port boundary — is the responsibility of the national government. Access infrastructure
from the land side — which includes road and rail connections as well as inland waterways
connections to the port area — is the responsibility of either local authorities or the national
government.

Terminal related infrastructure — which includes all the civil works within the port area that
allow the supply of services to ships and cargoes in the context of a specific terminal or
operator, such as quays, jetties, finger piers; specific mooring assets; etc. — is the
responsibility of the Port Authority, even if some companies build and own their own jetties.
Finally terminal superstructure and equipment is the sole responsibility of terminal operators.
The subdivision can be summarised in the following table.

Table 2-33: Financing Structure (per category)

Type of Infrastructure Responsibility
Access infrastructure Central Government
- by sea

- by land

Terminal related infrastructure Port Authority
Terminal superstructure and equipment Private companies

Tailor-made arrangements by Port Authority

Source: Port of Rotterdam

The following table shows a more detailed overview of responsibilities within the port of
Rotterdam. As far as access infrastructure is concerned, it is in general difficult to quantify
the investment responsibilities, as this type of investments happen una tantum and their
financial constructions are different from time to time. In general though, infrastructure that is
believed to be part of the ‘national assets’ and is perceived as essential component of the
transportation network of the country used to be entirely the responsibility of the national
Government.

With the exception of port superstructure and equipment, whose responsibility falls on private
operators, and river dredging, which is done by the government, all the investment within the
port area is the sole responsibility of the port authority.
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Table 2-34: Port investment responsibilities for the port of Rotterdam
Category Element Responsibility
Land Development of new port areas Port Authority
development Government
Maritime Capital dredging Government
infrastructure Port Authority
Sea locks, dams & exterior breakwaters Government 66%
Port Authority 33%
VTS/Radar Government 66%
Port Authority 33%
Light buoys & navigational aids Government
Port Land reclamation Port Authority
infrastructure Government
Internal locks, Docks, quays, Light buoys & navigational aids, | Port Authority
River berth & harbour basin dredging
Port Pavements, Warehouses, sheds, Cranes and gantries, Link- | Private
superstructure spans, pontoons, Terminal and office buildings,
Leasing/renting
Public utilities: Fire fighting, Police, Pollution Control Municipality/Port
Authority/Government
Infrastructure Railways & metro links in area State Railway company
links Municipality
Roads in area, Canals in area Port authority

Tunnels & bridges in area

National Government

Port Authority
Port maintenance | Maritime infrastructure maintenance Government
Maintenance of port infrastructure and superstructure Port Authority
Port services Cargo handling Private
Technical-nautical services Private

Source: Compiled by the authors on various sources

In 2003, the port of Rotterdam was still a municipal service of the Municipality of Rotterdam.
The public investment amounts given in this section are referring to that period. Turnover of
the port authority in the year 2003 was € 401 million. The net result was € 56 million. The

following table shows the income statement for the years 2000-2003.
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Table 2-35: Income Statement of the Port of Rotterdam (million Euros)
2003 2002 2001 2000

Turnover 401 397 384 372
Personnel costs 77 70 64 5
Other operating costs 107 112 111 98
Results before interest and 217 215 209 216
depreciation/amortisation

Depreciation/amortisation 85 80 79 73
Results from participating interests 132 135 130 143
Balance of interest income and interest costs -7 -2 -4 -1
Results from ordinary business activities 53 63 56 54
Extraordinary income and expenses 72 70 70 86
Net result 16 14 9 9

Source: Port of Rotterdam

Aggregated figures for 2003 with the historical investments until 2004 are provided in the
following table.

Table 2-36: Port investment responsibilities for port of Rotterdam (million Euros)

Investments Historical investments
in 2003 until 2004
Site preparation 117 608
Quays and mooring assets 28 956
Totals 145 1,564

Source: Port of Rotterdam

2.3.2 Work package 2

The income of Dutch port authorities consists of lease revenues from land granted to private
operators, quay dues and harbour dues. The major source of income for port authorities are
port dues that account for approximately 55% of their total revenues. Leases and rents are
the second source of income, and account for approximately 40% of total revenues. Minor
sources of income are revenues from periodical passes for inland shipping, and Vessel
Traffic Management System fees. This section focuses on the structure of the charging
systems both for terminal operators and for ship operators.

2.3.2.1 Charging practices to terminal operators at national level
Port authorities charge the terminal operators in two ways, through:

e Sale, rent or leasehold of land;

e Quay fees.

Lease fees and quay fees are an important source of income for the Dutch ports. In the port
of Rotterdam these amounted to 152 million Euros (38 % of the total turnover), while in
Amsterdam these were 41.4 million Euros (56% of the total operating income of 2003).

PUBLIC FINANCING AND CHARGING PRACTICES OF SEAPORTS IN THE EU 83



Country reports for WP | and WP I

2.3.2.1.1 Rents and leases

Theoretically there are 3 options for Dutch terminal operators to acquire land in Dutch ports:
purchase, rental or leasehold. Several ports, e.g. the ports of Moerdijk, Vlissingen en
Terneuzen, offer the option to buy the land, while the Seaport IUmuiden and Corus are
private ports. But, many ports only offer rental and lease options, in particular the ports of
Rotterdam and Amsterdam (though also in the port of Amsterdam some sites are in private
hands). The difference between rental and leasehold depends on the conditions under which
the land is made available.

Most land in the port area is contracted through rents and leases for a period up to 50 years
(25 years plus a 25-year renewal option). The fee is set per square metre, with different fees
according to the type of site. The fees include land and in some cases paving. The lessee is
responsible for the superstructure and equipment. After expiration of the lease, the land has
to be returned to the port Authority in the state in which it was delivered, unless otherwise
agreed.

Lease fees are in principle set on the basis of market prices. These depend on depth in front
of the terminal, technical characteristics of the land, area and purpose. Apparently, however,
‘market conditions’, in a market such as this of port land, often do not reflect the opportunity
cost of the land leased. Also, it is difficult to determine whether the lease fees actually cover
the cost price.

According to Expertisecentrum PMR, the Amsterdam port authority uses a differentiation of
lease rates to attract specific companies for specific sites. This is done by using a land price
model. Every year the city council determines a list of base prices. The actual land price for a
specific site is then determined by the base price and by taking a series of factors into
account. These factors concern both the specifics of the site (e.g. quality or location of the
site) as well as of the company that wants to lease it (e.g. branch or specific activities).
Because of this method, companies may pay different amounts for the same site.

Leases are adjusted yearly according to inflation. The port uses the official Dutch inflation
index of the year before, compared to the inflation index of six years earlier.

The approach is similar in Rotterdam. Lease fees are agreed upon on an individual basis,
they are based on square meter flat rate, and they depend on the location of the terminal; the
type of infrastructure and facilities provided; the position of the terminal with respect to
transportation links; and the role the terminal operator plays in long term port strategy. The
terms of the lease may or may not include paving.

Strategic considerations do indeed play a role in the setting of lease fees, and the specific
port business model adopted may have more influence on leases than cost considerations
alone. It should be noted in this respect, given the long time horizon over which lease fees
are set, that port strategies may change in the course of the lease agreement and,
consequently, lease fees may differ from terminal to terminal, depending on the captivity of
the type of traffic, competition with other ports, the role of integrated logistic operators and
market conditions related to port dues for the various types of traffic.
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2.3.2.1.2 Quay fees

Port authorities charge terminal operators for having a quay at their disposal. The charge is a
fixed amount per metre of quay, depending on the guaranteed water depth in front of the
quay and on the type of quay. The fee is independent of the purpose of the quay and the
frequency of its use, but it generally differentiates between quays with or without a quay-wall.
The port authority is responsible for the maintenance of the quay and the quay wall. Each
port has its own rates. As an indication of the level of these fees, the following table gives an
example of the quay fees for terminal operators in the Port of Moerdijk. Quay fees are
integral costs of terminal operators, and they are included in handling charges of the

terminal.

Table 2-37: Quay fees in the Oort of Moerdijk (Euros/metre length/year)

Water depth in front of Quay is a wall Quay is a bank
quay

2 metres 22.96 8.12
3 metres 60.56 20.20
4 metres 87.52 32.56
5 or 6 metres 109.20 40.44
7 metres 132.20 50.76
8 metres 153.08 61.40
9 metres 175.00 73.68
10 metres 219.48 83.28
More than 10 metres 219.48 83.28
Plus amount per extra metre 44 52 18.20

Source: Port of Amsterdam

2.3.2.2 Charging practices to ship operators at national level

The structure of the port charging framework is discussed at national level, as far as what
constitutes charges, dues and fees that can be collected in the ports of the Netherlands. The
actual levels of charges, dues and fees are autonomously decided by each port. The Dutch

system allows for the following charges:

e Harbour dues for sea-going vessels;
. Harbour dues for inland vessels;

e Quay dues;

e Buoy dues;

e Waste Disposal dues;

e Vessel Traffic System;

¢ Reporting of vessels;

. Pilotage;

e Towage;

e  Mooring and unmooring.
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Some charges are paid to port authorities, while others are paid to private operators, i.e.
pilotage, towage, mooring and unmooring.

Port charges are the most important source of income for port authorities, followed by leases.
In Rotterdam, port charges amount to 201 million Euros for seagoing vessels and 10 million
Euros for inland vessels, while in the port of Amsterdam these amount to 23,8 million Euros
and 2,6 million Euros respectively in 2003.

The following table shows an overview of the division of port dues in the port of Amsterdam.

Table 2-38: Seaport dues of the port of Amsterdam (Euros/year)

Seaport dues 2003 2004
Coal 4,192,184 4,344,136
Ores/Scrap 383,395 345,066
Refined products 6,881,994 8,344,430
Grains / derivatives / oilseeds 4,607,481 5,146,147
Other bulk 5,016,497 5,140,310
Conventional general cargo 688,564 690,197
Containers / flats 431,829 433,602
Other general cargo 962,842 938,039
Other 591,849 557,347
Total 23,756,635 25,939,274

Source: Port of Amsterdam

2.3.2.2.1 Harbour dues for seagoing vessels

Harbour dues for seagoing vessels are collected by the municipality/port authority. They
depend on ship size (GT) and the amount of cargo loaded or discharged during the visit. It is
the port that determines the amount per GT or per tonne loaded or unloaded. The rate is
charged on the basis of the time spent in port. For ships in lay-up there is a separate rate.

A distinction is made between ships that sail in liner services and others. Also, there are
discounts on the basis of the number of visits in case of feeder or short sea vessels. Besides,
there are specific reductions. These can be for ships with segregated ballast tanks or a green
award certificate.

2.3.2.2.2 Harbour dues for inland vessels

These are collected by the municipality/port authority. There is no specific framework on the
charging of harbour dues for inland vessels. Ports have different systems for collecting
harbour dues. In Rotterdam, the dues are calculated on the basis of the vessel’'s deadweight
(cargo ships), surface area (passenger ships and yachts) or GT (seagoing fishing vessels).
In other ports the system is slightly different.

2.3.2.2.3 Quay dues

Most quays are part of a terminal and therefore leased with it. In these cases a quay fee is
paid by the terminal operator to the port authority (see previous section). In that case, quay
dues are included in handling costs. Only when a ship uses communal quays, the port
authority charges directly the ship-owner.
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The way quay dues are calculated differs per port. In Rotterdam, quay dues depend on the
overall length of the ship and the time the quay is used. The Amsterdam system is more
complicated and depends on the size of the ship (GT), the duration of the use of the quay,
and the specific use.

2.3.2.2.4 Buoy dues

Buoy dues are charged on either the length or the GT of the ship and on the time the buoy is
used. Buoy dues are collected by the municipality/port authority.

2.3.2.2.5 Waste disposal dues

Waste disposal dues are collected in every Dutch port, but no national rate charging practice
is in place. For instance, the Port of Amsterdam charges waste disposal dues on the basis of
GT, while the Port of Rotterdam charges on the basis of main engine capacity. Waste
disposal dues give the ship the right to hand in up to a specific amount of waste. If the ship
hands in more waste, the ship operator has to pay extra.

2.3.2.2.6 Vessel traffic system

The vessel traffic system charges by the length of the ship. Ships under a specific length are
not charged, while there is a maximum above a specific length. In between, the amount
increases linearly, based on length.

2.3.2.2.7 Reporting of vessels

Ships in Rotterdam have to pay for reporting the vessel. The ship is reported to a private
company, called Dirkzwager. The amount depends on the deadweight of the ship, and has to
be paid to Dirkzwager. Container ships pay a different (lower) rate.

2.3.2.2.8 Pilotage

Pilotage in the Netherlands is the responsibility of a private company, called Loodswezen.
The company is owned by the pilots who work for the company. Loodswezen hold a
monopoly and is responsible for pilotage in the entire country, although the company is
organised according to area:

e Regio Noord;

¢ Regio Amsterdam-lJmond;
¢ Regio Rotterdam-Rijnmond;
¢ Regio Scheldemonden.

Rates are set by the Ministry of transport, Public works and Water Management. Two
different pilots can be distinguished:

e Sea pilots;

¢ River pilots.

Until 2005, rates were equal in each port. Since March 2005, this is no longer the case and
rates vary according to region. Sea pilotage charges consist of a fixed amount regardless of
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the length of piloting. The level of charges is determined on the basis of the actual draft of
the ship. Rates for river pilotage depend on the actual distance sailed inside the port area
and the actual draft of the ship.

2.3.2.2.9 Towage

Harbour towage is carried out by private companies. There are several private companies,
each of which has its own charging system.

2.3.2.2.10 Mooring and unmooring

Mooring and unmooring is carried out by private companies. They have their own charging
system.
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24 Estonia
241 Work package 1

2411 System for public financing of seaports in Estonia

2.4.1.1.1 Introduction

In total there are 31 ports in Estonia handling commercial traffic. Fourteen of them are major
ports. The most important port is the port of Tallinn, which handled 37.4 million tons in 2004.
This accounts for almost 80 percent of the total amount of cargo handled in Estonia. Besides
Tallinn, there are two other important ports, the ports of Parnu and Kunda, which have a
market share of about 4 % each. Russia in particular is an important part of their hinterland,
and large amounts of cargo consist only of transhipment. The following table presents an
overview of the amount of cargo handled by Estonian ports, in the period 1995-2003.

Table 2-39: Cargo handled by Estonian ports (millions of tonnes)

1996 1997 1998 1999 2000 2001 2002 2003 2004

Tallinn 141 174 214 264 293 323 378 376 37.4%
Other Estonia Ports 3.2 6.1 6.0 8.0 105 9.0 9.0 9.6 8.8
Total 173 232 274 344 398 413 468 472 46.2

Source: Port of Tallinn

The port of Tallinn consists of four harbours, spread along the Tallinn coastline: Old City,
Muuga, Paljassaare and Paldiski South harbour. Old city harbour and Paljassaare are
located directly next to the city. The first one is a major passenger port. Muuga harbour,
located 17 kilometres east from Tallinn, is the newest and biggest of the four harbours. It was
established in 1986. About 75 % of the cargo transhipped in Muuga Harbour concerns crude
oil and oil products, but also dry bulk and containers are handled here. Besides, the harbour
offers a freezone. Paldiski South Harbour is located 50 kilometres west of Tallinn. The
harbour is mainly involved in ro-ro, liquid bulk and metals. The harbour is not to be confused
with the Paldiski Northern Harbour, which is no part of the Tallinn port. A new, fifth, harbour
is being developed in Saaremaa, and is to host cruise and passenger traffic. It will be
completed in the spring of 2006. The harbour can receive vessels up to 300 metres long. The
total port territory of the four harbours together is 607 ha.

33 In 2004 the amount of cargo was calculated using a modified definition, according to Eurostat requirements.
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Table 2-40: Territory of Tallinn harbours

Harbour Port territory (ha) Total quay length (m)
Muuga harbour 451.0 4,710
Old city harbour 54.2 4,074
Paljassaare harbour 43.6 1,859
Paldiski south harbour 58.0 1,207
Total 606.8 11,850

Source: Port of Tallinn

In 2004 the port of Tallinn handled 37.4 million tons of cargo. Besides cargo port, Tallinn is
also the largest passenger port in the Baltic States. There is significant ferry traffic,
specifically between Tallinn and Helsinki, located 80 kilometres north of Tallinn. The following
table shows the amounts of cargo handled by the port, specified by cargo group. The table
shows that, measured in tons, oil products are by far the major type of cargo, followed by
vehicles and fertilisers.

Table 2-41: Cargo handled by the port of Tallinn (thousand tons)

Cargo group 2003 2002
Oil products 23,814 24,275
Vehicles 5,296 4,858
Fertilisers 2,210 2,737
Coal 1,825 1,169
Containers 1,072 948
Grain 987 1,558
Ferrous metal 745 336
Timber 685 706
Other 1,029 1,268
Total 37,633 37,855

Source: Port of Tallinn

The port of Tallinn is also a major passenger port. The following table shows the number of
passengers in the Port of Tallinn. The significant growth in 2004 can be accounted for by
increase of the number of passengers coming from Helsinki.

Table 2-42: Number of passengers in the port of Tallinn (million passengers)
2001 2002 2003 2004
Number of passengers 5.74 5.95 5.86 6.74

Source: Port of Tallinn

The port of Parnu is located at the mouth of the Parnu River, in the southwest of Estonia. In
2002, the port handled 1.93 millions tons of goods. Main exports consist of forest products.
The port of Kunda is located on the northern coast of the Gulf of Finland. The port can
handle small ships up to of 8,000 dwt and a draught up to 9.5 metres. The port has four
quays. In 2002 the port handled 1.73 million tons of cargo. Main commodities are: cement
and forest products.
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2.4.1.1.2 Governance Structure

The Estonian Ports Act regulates the obligations of port authorities, concerning safety and
procedures relating to State supervision of the ports. The following citation is taken from the
Ports Act and states the obligations of the port authorities:

e A port authority is required to ensure:
0 The maintenance of hydro-technical structures in the port area;

0 The installation and maintenance of navigation marks in the port area and,
outside the port area, of those marks which provide service;

0 The declared depths in the water area and entrance of the port according to
the fair sheet;

0 Supervision over the import of dangerous goods into the port and
warehousing, storage and transhipment thereof in the port;

0 The cleanliness and order of the port area, and compliance with fire and
safety requirements in e port.

e A port authority shall administer the reconstruction of the entrance and water area of
the port, and monitor the correctness of the declared information;

e A port authority shall administer the receipt of bilge water, sewage, refuse and other
pollutants from the ships;

e A port authority shall organise operations for the elimination of pollution in the port
area.

Control of maritime safety is the responsibility of the Estonia Maritime Administration, which
is a governmental unit under the Ministry of Economic Affairs. It defines its principal aim as
“to ensure safe navigation in Estonian territorial and inland waters, perform flag state
implementation and port state control activities”. The administration is, among others,
responsible for installation and maintenance of aids to navigation, perform hydrographical
surveys, monitoring vessel traffic in Estonian waters and arranging icebreaking services in
ice conditions. The fleet of the Maritime Administration consists of an ice breaker, buoy
tender ships and hydrographical survey ships.

All ports in Estonia are operated as public limited companies based on corporate law. Some
ports are a hundred percent state owned while other ports are privately owned. In certain
cases there is a mixed ownership structure. In the port of Tallinn, all shares of the port
company are in hands of the State. The port of Kunda and its facilities are entirely privately
owned. In the port of Parnu, the northern port of Paldiski and the Miiduranna port, municipal
authorities together with private companies have shareholding interests. In Parnu, for
example, the port company of Parnu Sadam AS, is partly owned by a private company,
Transcom AS (50.6 % of the shares) and partly by the Municipality of Parnu (41 % of the
share).
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Fig. 2-3: Governance structure of private Estonian ports
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The Port of Tallinn operates according to the landlord port model. Since 1997 all
superstructure and equipment are owned and operated by private companies, Figure 2-4
shows the governance structure of the port of Tallinn. The supervisory board consists of
representatives of the Estonian Ministries of Finance and of Transport and Communication.

Fig. 2-4: Governance structure of the ports of Tallinn
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2.41.2 Public Financing in the port of Tallin

2.41.21

Introduction

The following table summarises the responsibilities within the port of Tallinn.

Table 2-43: Port investment responsibilities for port of Tallinn
Category Element Responsibility
Land Development of new port areas Port Authority
development
Maritime Capital dredging Port Authority
infrastructure Sea locks, dams & exterior breakwaters Port Authority
VTS/Radar Maritime
Administration
Light buoys & navigational aids Maritime
Administration
Port Land reclamation Port authority
infrastructure Internal locks, Docks, quays, Light buoys & navigational Port authority
aids, River berth & harbour basin dredging
Port Pavements, Warehouses, sheds, Cranes and gantries, Private operators
superstructure Link-spans, pontoons, Terminal and office buildings,

Leasing/renting

Public utilities: Fire fighting, Police, Pollution Control Government

Infrastructure Railways & metro links in area Terminal operators

links Port Authority
Roads in area, Canals in area Port Authority
Tunnels & bridges in area Port Authority

Port Maritime infrastructure maintenance Port authority

maintenance Maintenance of port infrastructure and superstructure Port authority and

private operators

Port services

Cargo handling

Private operators

Technical-nautical services

Private operators

Source: Compiled by the authors on various sources

The following table shows the income statement of the port of Tallinn. The sales revenue of
the port was EUR 67.9 million in the year 2004, while other income was 0.8 million Euros.
Operating profit was EUR 34.4 million.
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Table 2-44: Income statement of the Port of Tallinn (thousand Euros34)

2004 2003
Sales revenue 67,863 61,391
Other income 854 1,294
Operating expenses -14,708 -16,200
Personnel expenses -9,046 -9,314
Depreciation and impairment -9,667 -10,056
Other expenses -850 -8,873
Operating profit 34,444 18,241
Financial income and expenses -2,214 -400
Profit from ordinary activities 32,230 17,842
Income tax -6,816 -3,092
Net profit for the period 25,414 14,750

Source: Port of Tallinn

The total assets of the Port of Tallinn in 2004 amounted to € 358 million, of which € 345
million was in the form of fixed assets. Also, the port of Tallinn is (co)-owner of three small
companies: AS EDI Vektor (100%), OU Tallinna Sadama Elektrivork (100%) and AS Green
Marine (51%). Total investments in these subsidiaries amount to € 287,000.

The Port of Tallinn can be financed through market loans. Bank loans are awarded on the
basis of the financial capabilities of the port. Bonds of the port of Tallinn are listed on the
Tallinn stock exchange.

Of the total revenues of the Port of Tallinn, port charges, specifically port dues and cargo
charges, were the major sources of income. In total they amounted to € 56.6 million (84% of
total income), with € 37.1 million for port dues and € 10.5 million for passenger dues
respectively. Lease fees (rental income) form only a small share of the total income of the
port authority (8.3 %). The following table shows the revenues of port of Tallinn in the period
2002-2004.

Table 2-45: Revenues by type of activity (thousand Euros)

2004 2003 2002
Port dues 37,060 34,058 33,567
Cargo charge 11,394 10,455 10,293
Passenger dues 8,139 5,892 6,987
Rental income 5,695 5,505 4,968
Sale of services 5,575 5,481 5,449
Total 67,863 61,391 61,264

Source: Port of Tallinn

According to the annual report of the Port of Tallinn, the port received one small subsidy in
the year 2004. This subsidy was received from the Environmental Investment Centre for the
design of a waste processing and recycling facility for noxious waste of vessels. The subsidy

34 All figures in this chapter are not presented in local currency, but in Euros as they were presented in the Annual report of the
port of Tallinn
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amounted to € 29,000. In 2005 the Environmental Investment Centre awarded another grant
of € 7,290. No grants were reported in the years 2003 and 2002.

The Port of Tallinn is an important source of income for the Government. A large part of the
net profit made by the port authority is paid to the Government in the form of dividends. In
2004, 76 percent of the net profit of € 25.4 million was paid to the Government. In 2003, the
share was 58 percent. The following table shows an overview of profits and dividends paid.

Table 2-46: Profit and dividends paid to the State (thousand Euros)

2004 2003 2002
Operating profit 34,444 18,241 27,585
Net profit 25,414 14,750 27,710
Dividends 19,398 8,545 19,343
% of net profit paid as 76% 58% 70%

dividend

Source: Port of Tallinn

Until 2002, dividends paid by the port company to the State were not subject to income tax.
As off 2003, however, the port company has to pay a dividend tax, which in 2004 amounted
to € 6.8 million and in 2003 to € 3.1 million.

In 2003 the State tried to withdraw money from the port company by cancelling shares of a
value equal to the book value of the Paljassaare Harbour assets, amounting to € 6.4 million.
The planning was to transfer assets of Paljassaare Harbour to the State. As the harbour was
not actually transferred it was originally presented as a liability in the balance sheet. In 2004
the State decided to reverse the former transaction by converting the liability to shareholders
to share capital again.

242 Work package 2

2.4.21 Charging practices to terminal operators at national level

The real estate owned by the Port of Tallinn comprises both land and buildings (including
quays). Although the Port of Tallinn does not invest in superstructure, buildings still form a
considerable part of the value of the non-current assets, and are multiple of the value of land.
In 2003 the net book value of land and buildings was € 268 m.

In the 2002 annual report the Port of Tallinn explains the type and status of the buildings they
still posses. It concerns buildings that “have been in its use for more than half of their useful
life”. In the contracts the Port Authority limits the use of these asses to specific fields of
activity. When the asset is returned to the port authority it has to be returned in the same
state as it was rented. Majority of non-residential lease contracts have no maturity dates.

Land is leased out by the port authority for periods of up to 100 years. The price is charged
per square metre, per year. An indication of the price is the price for land in the Muuga port.
Leaseholds here are 39-99 years, and the price is € 3, per square metre per year.

Total rental income is € 5.695 million per year. This is only a small part of the total income of
the Port of Tallinn.
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2.4.2.2 Charging practices to ship operators at national level

Estonia has three types of national dues:

e Lighthouse and ice dues (based on GT): These are levied by the Estonian Maritime
Board;

o Pilotage dues (based on GT and distance): Pilotage is provided by Eesti Loots AS.
Dues are calculated on the basis of a regulation of the Ministry of Transport and
Communication. Rates are set on the basis of GT and distance. The sea area is
divided into five areas (Tallinn, Kunda — Loksa, Paldiski, Vainamere (West-Estonian
Archipelago), Parnu.

Besides national dues, the Port of Tallinn receives also the following:

e Port pilotage dues;
e Tonnage dues;

e Quay dues;

e Mooring dues;

o Passenger fee.

Within the port, pilotage is carried out by port pilots and dues are levied according to the GT
of the ship.

Tonnage dues are calculated on the basis of GT and surcharges are imposed on single hull
tankers. Discounts apply to reefer vessels, and vessels loading timber. Passenger vessels
pay tonnage dues. Discounts are applicable to passenger vessels depending on the number
of calls; to vessels taking bunkers only; fishing vessels; and reefer vessels.

Quay charges are levied to vessels on the basis of their GT. Deductions apply for passenger
vessels on regular liner services and for cruise vessels, yachts and sailing vessels that call
multiple times per year.

Mooring dues are levied on the basis of GT separately for every mooring operation. In some
cases special terms apply:

o Extra charges for mooring and pilotage dues apply from 6 p.m. to 6 a.m. and on
national an public holidays;

e Tonnage dues and quay charges are reduced for liners depending on the number of
calls.

Passenger dues are levied upon arrival or departure of a vessel according to the number of
embarking/disembarking passengers. Passenger dues are levied regardless of whether the
passenger disembarks or not.

A cargo charge is levied on ro-ro cargo of clients who have not concluded contracts on the
use of infrastructure with the port of Tallinn. The charge is levied both on self-propelled
means of transport and on non-self-propelled means of transport. The charge is a fixed
amount per unit.
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2.5 Latvia
251 Work package 1

2.5.1.1 System for public financing of seaports in the Latvia

2.5.1.1.1 Introduction

There are ten commercial ports in Latvia. The three main ones are Ventspils, Riga and
Liepaja. These ports are major gateways of the CIS countries and between 60 and 90% of
their cargo is transit cargo. All the ports are next to special economic zones and they are ice-
free all year round.

251111 The Free Port of Ventspils

The port of Ventspils is the biggest port in the Baltic region in terms of traffic and one of the
major crossroads of eastbound and westbound cargo routes. Ventspils is Latvia’s most
important oil transit port, serving at its oil and liquid chemical transhipment area vessels up to
130,000 dwt and 17.5 metres of draught. The completion of the dredging works in the sea
entrance channel and the port area in 1998 allows the largest vessels capable of entering the
Baltic Sea to be berthed in the port. The dredging of the Venta river navigation channel was
completed in 1999 allowing vessels of up to 15.5 metres to be berthed in Ventspils general
cargo terminals. Other major cargoes are metals, potash salts, timber, ferroalloys and
general cargoes.

The total area of the port is 2,624 ha with 11,012 metres of quays. Facilities at the port
include more than 60 berths, a total tank farm capacity exceeding 1,500,000 cubic metres,
75,000 cubic metres of roofed storage area for fertilisers and 180,000 square metres for
metal, wood products, timber, etc. In 2000 the new multipurpose ro-ro and container terminal
became available, including 5,000 square metres of cold storage area.

The Free Port of Ventspils alone handles half of the freight of Latvian ports. Being the
leading ice-free port, it is a well known international transit centre for petroleum and chemical
products, potassium sulphate, coal as well as metals. Cargo of 27.3 million tons was
transhipped through Ventspils in 2003. More than two thirds of this was liquid cargo, of which
more than 70% were oil products.

Table 2-47: Volume handled by the port of Ventspils (thousand tons and

percentages)
2000 2001 2002 2003 2004
Total cargo throughput 34,757 37,937 28,704 27,351 27,809
% liquid cargo 67.6 63.7
% dry bulk 29.2 33.1
% General cargo 3.2 3.2

Source: Port of Ventspils

The port is directly linked by rail to Riga and Moscow, and by road to Riga and from there to
the Baltic and CIS road network. The port is connected to oil extraction fields and major
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pipeline transportation routes of Russia by two pipelines to Novopolotsk: the crude oil
pipeline with an annual capacity of 16 million tons and the oil product pipeline, with a
capacity of six million tons.

The port has also regular ferry connections to Nynashamn in Sweden and to Libeck in
Germany, and it is closely located to the recently developed Ventspils airport, that has
recently completed its first construction and modernisation phase.

The largest terminal operator in the port is SIA Ventspils Nafta Terminals. Ventspils Nafta is
one of the biggest companies for the transhipment of crude oil and petroleum products. The
largest shareholders of the company are JSC Latvijas Naftas Tranzits (42%) and the
Republic of Latvia (39%). Ventspils Nafta is also the company with the largest interests in the
Latvian Shipping Company (LASCO) with one-third of its shares. Other important liquid bulk
terminal operators are VentBunkers, that deals with bunkering, transhipment of oil products
and provision of port services, A/S Ventamonjaks, that deals with chemical cargoes, and SIA
Vars, specialised in the reception, storage and transhipment of liquid chemical products to
sea-going vessels.

Major drybulk terminal operator is A/S Kalija Parks, that is one of the world’s largest terminal
for handling potash and other bulk fertilisers. Among the major general cargo operators there
is also Noord Natie Ventspils Terminal, that handles general cargo, containers and ro-ro.
Ventspils commercial port is one of the largest stevedoring companies in the Baltic region
and it has a number of multipurpose terminals for general cargo, break bulk and bulk.
Ventplac and Ventspils Zvejas Osta handle wood and wood products.

The port invests considerably in new infrastructure and in the modernisation of its logistical
platforms. Major projects include the realisation of a ferry terminal, the completion of the
grain terminal started in 2004 and the completion of a juice concentrate terminal. The port is
also building a fish landing terminal.

It is worth mentioning that the State Investment Programme (1999-2010) includes the
reconstruction of the Access Roads to the Port terminals. The various infrastructure
improvements include the reconstruction of the major motorway connecting to the Ventspils
region, the reconstruction of the Venta River crossing bridge and the construction of a new
bridge. The reconstruction of the Venta River crossing bridge will include the expansion to
four lanes and the transformation of the central part of the bridge in order to ensure direct
railway access to the port berths under it.

251.11.2 The Free Port of Riga

Riga Free Port is located on both sides of the river Daugava over a length of 15 km. The total
area of the Port is 7,338 ha, 2,520 of which is port land, and 4,818 ha is aquatorium. The
total length of the port’s wharves is 13.8 km; the maximum draught for ships at the wharves
is 12.2 metres.

Riga port handles mainly general, bulk cargoes, oil products and reefer cargoes, and it caters
for passenger ships. The Free Port of Riga is the main general cargo port in Latvia and ranks
second in oil products transport after Ventspils. Approximately 68% of cargo turnover at Riga
port involves transit freight to and from CIS.

PUBLIC FINANCING AND CHARGING PRACTICES OF SEAPORTS IN THE EU 100



Country reports for WP | and WP I

In 2003 the volume of cargo handled in Riga Free Port increased by 20% compared to the
previous year, reaching 21.7 million tons. The main cargo in the Free Port of Riga comprises
containers, timber, coal, artificial fertilisers, chemical cargoes and petroleum products. In
2003 70% of all timber trans-shipped in Latvia’s ports was handled in Riga Free Port. The
volume of containers handled has grown by almost 10% in 2003 over the previous year
reaching 132,074 TEU, approximately 97% of containers handled through all Latvia’s ports.
Riga Free Port was visited by 4,394 ships in 2003.

Table 2-48: Volume handled by the port of Riga (thousand tons)

2000 2001 2002 2003 2004
Dry bulk 3,023 5,045 6,689 9,901 12,970
Liquid bulk 3,000 3,649 5,357 5,044 4,478
Containers 857 1,036 1,291 1,319 1,451
Ro-ro 112 179 360 681 482
Wood products 4,152 4,256 4,169 4,533 4,391
Other 2,206 718 242 343 219
Total 13,351 14,884 18,108 21,722 23,991

Source: Port of Riga

Two regular passenger and freight / passenger ferry lines operate from Riga Port which link
Riga with Stockholm (Sweden) and Libeck (Germany). From October 2004 a second ferry
was launched on the Riga-Stockholm line.

Thirty four stevedoring companies and 32 shipping agencies operate in Riga Free Port.
Major terminal operators dealing with bulk cargoes are Strek, Riga Commercial Free Port,
and Baltic Containers.

A draught limitation of around eleven metres in the approach channel restricts the maximum
vessel size to around 40,000 dwt. Plans for a new oil product terminal are under
consideration.

251113 The port of Liepaja/Liepaja Special Economic Zone Authority

Liepaja port handles the transhipment of timber, metals, bulk and liquid cargo, Ro/Ro, and
fish. The port of Liepaja was developed in the 19" century as a commercial and military port.
In 1967 it was transformed in one of the major Soviet military bases and it was closed to all
commercial traffic. When the Russian navy left the port in 1994, work began to adapt the port
infrastructure to commercial use. For this reason, in 1997 the Liepaja Special Economic
Zone Authority was created in order to manage the development of the port and the large
areas next to it.

From an infrastructure point of view, the port is one of the best structured in the Baltic. The
port territory covers 1,182 ha, with 80 berths and 10,000 metres of quay. Maximum draught
in the river navigation channel is 9.5 metres. The port offers 5500 metres of berths for dry
and general cargo, 1,300 metres for liquid cargo, and 1,500 metres for fishing vessels. The
port of Liepaja also offers ship building and repair facilities.
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The port is part of the TEN-T networks and 2/3 of the cargo is transhipped by rail. The State
public railway network has direct links with the other Baltic States, and the CIS Countries. It
also provides ferry lines to Karlshamn in Sweden and Rostock in Germany.

Major terminal operators in the port specialise in grain and cereal products (Liepajas Osta
LSZE JSC, Baltic Transhipment Center LSEZ Ltd., Liepaja Bulk Terminal and Transwide
Services), peat moss and coal (Duna LSEZ Ltd.), and wood chips (Laskana LSEZ Ltd.).
Liquid bulk cargoes are handled by DG Terminals LSEZ Ltd, Glen Oil LSEZ Ltd, Liepaja
Petroleum Ltd., and Baltic Bunkering Company Ltd.

There are two shipbuilding and repair yards, SIA Tosmares Kugu Buvetava and SIA Liepajas
Kugu Buves Rupnica. The port is also the permanent base of 90 fishing vessels, and the
fishing enterprises in the port produce a wide variety of products as well as primary
processing, cooling and refrigeration services.

The port has a total cargo handling capacity of 7.5 million tons per year. In 2003 the total
cargo turnover was 4.9 million tons. Of this, the majority was outgoing cargo (4.2 million
tons), while ingoing cargo amounted to 0.7 million tons. The large majority of the traffic of the
port of Liepaja is general cargo, followed by oil and oil products. Approximately 70% of total
cargo turnover of the port consists of transit traffic. The following table provides a summary
of the cargo turnover of the port of Liepaja.

Table 2-49: Volume handled by the port of Liepaja (thousand tons)

2000 2001 2002 2003 2004
Total cargo turnover 2,965 3,265 4,318 4,857 4,474

Source: Port of Liepaja.

The port invests considerably in new infrastructure. New large projects include the
construction of a rail connection to the Northern and Western park, in order to relief one of
the major bottlenecks in the port. A second important project concerns the elimination of
polluting metal sediments in the navigation channel. The first phase of the project, the
creation of a sarcophagus to collect all polluting sediments, has already been completed.
Finally, further infrastructure projects are the construction of a new two-lane access road to
the port, and the reconstruction of the Karosta turning bridge.

251114 Other ports

There is a number of smaller ports dedicated to fishing, leisure and yachting activities. These
ports engage marginally in the niche market of wood products. They are the ports of
Salacgriva, Roja, Mérsrags, Skulte, Pavilosta, Lielupe, Engure, and the basin of Ainazi, yet
to be reconstructed after destruction during World War I

The small ports of Latvia played a role before World War Il as fishing, tourism and short-sea
shipping ports. During the Soviet period, the policy of discouraging people from living in
coastal areas weakened their position as short sea traffic ports and they were closed to
international shipping. Some of these ports remained active as fishing ports, an activity that
was strongly encouraged by the Soviet Union.

After the restoration of Latvian Independence, these ports started re-establishing
international contacts, first with Danish fishing ports, and later engaging in paper, firewood
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and saw-timber trades (mostly the ports of Salacgriva, Roja and Mérsrags). The smaller
ports have been developed mostly thanks to the Latvian Ports Development Fund, briefly
described below.

251115 Latvian Ports and Special economic zones

The ports of Riga and Ventspils are Free Ports while the port of Liepaja is part of the Liepaja
Special Economic Zone (SEZ). Companies working in the Free Ports and SEZ can receive
up to 80% tax reduction, depending on investments made during the tax year. The free
economic zone regulation is set according to European Union standards.

2.5.1.1.2 Governance Structure

In Latvia, port land can be owned by the State, the local government or other legal or natural
persons. While the inner water area is property of the State, port land has been transferred to
the relevant port authorities. This excludes State land that serves as railroad infrastructure:
these areas are administered as part of the public State railroad infrastructure.

Quays at the ports of Riga, Liepaja and Ventspils are the property of the State or local
government, but port suprastructure and equipment (warehouses, cranes, forklifts etc.) are
privately owned. Land belonging to the State or local government may be let or leased to
private companies on the basis of contracts concluded with the Port Authority. In 2003, the
government’s wish to take a stronger position in the management of the ports of Riga and
Ventspils caused some unrest between the port management and the government.

Port Authorities are institutions established by local city councils and operate under the
supervision of the Ministry of Transportation. The port authorities in Latvia formulate port
regulations, to be approved by the Minister of Transportation. Port regulations include the
definition of the port boundaries on land and at sea; the technical capabilities of the port;
requirements concerning safety and security; environmental protection; dredging; customs
arrangements; and general provisions regarding ship traffic, port operations, anchorage and
mooring.

Port authorities comprise a board of the port, that is the highest decision-making body, and
an executive body subordinate to it and headed by the harbour master. The board of the port
consists of nine members including its chairman that is an official of the local government.
Four of the remaining members are representatives of the Municipality while the Ministries of
Transport, Economics, Finance and Environment are represented with one member each.
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Fig. 2-5: Governance structure of the ports of Latvia
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Ship Operators, Cargo Owners

The port authority administers port land, marine infrastructures such as breakwaters, moles,
jetties for regulating currents, shore reinforcements and fairways, and is the legal owner of
the navigational aids within the port. Quaysides in the three major ports can also belong to
other legal and natural persons but are managed nevertheless by the port authority. The port
authority is responsible for leasing port land and the constructions on it, for a period of up to
30 years, except when the amount of investment in the area exceeds LVL 50 million and the
plan has been approved by the Latvian Port Council. It also determines port fees and lease
payments, collects them and sets ceilings for port tugging and mooring. The port authority
offers the following services: garbage and pollution removal, fresh water supply, fire-fighting
services and berthing.

The ports in Latvia are operating as landlord ports according to the “Law on Ports”, adopted
in 1994 as an umbrella law for the port sector. This model of port management provides that
the port authority, acting as a non-profit entity, manages only infrastructure and looks after
the policing of port operations, leaving the actual provision of port services to be the
responsibility of the private sector that rents port sites from the port authority. The first
stevedoring company was privatised in 1998 in Riga.

Ports in Latvia are represented at national level by the Latvian Port Council. The latter is
headed by the Prime Minister and comprises senior officials of the municipalities and
professionals operating in the port sector.

Port maritime services are handed over to the private sector which can set its tariffs for
mooring, towage and Pilotage independently.

2.5.1.1.3 Financing of port investment and activities

Port authorities in Latvia are non-profit organisations. The financial resources at the disposal
of the port authority may be used only for the maintenance and development of the port and
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its infrastructure. Investment in access and defence infrastructure such as breakwaters,
access channels and dredging, are also under the responsibility of the port authority.

Up to 2002, for large investments the port authority could make use of a specific port
development fund. This port development fund had the purpose to manage the accrued
financial resources deriving from the activities of the Latvian ports in order to ensure the
interests of the State and to raise the prestige of the ports of Latvia®*. Financial decisions
based on the port fund were subordinated to approval from the Cabinet, and the Fund was
held and managed by the Ministry of Transport. The specific aims of the Port Development
Fund were:

¢ The implementation of general projects in ports;
¢ Maintenance of State property in small ports;
e Marketing of Latvian ports in general;

e Support to the activities of the Latvian Port Council.

The financial resources of the Port Development Fund derived from:

e Contributions of port authorities;
e State allocations;

e Other sources (private donations, local authorities’ contributions, etc.)

The fund was abolished in 2002 for the major ports, after pressure from port authorities. It
remained operational for the smaller ports until the end of 2003. Since then, all port
investments have to be carried out from the financial capabilities of the port authorities. In the
future, the Government may intervene in projects related to general access, normally by
land, and jointly with Cohesion Funds or European Regional Development Funds (ERDF).
The following table summarises future planned investments in the ports of Latvia.

Table 2-50: Investments and subsidies in Latvian ports (thousand Euros)
Port Period Investment Subsidy Fund
Liepaja 2005-2007 11,420 8,4999  Cohesion fund
Ventspils 2005-2007 22,883 15,901  Cohesion fund
Skulte 2005-2006 1,912 1,434 ERDF
Mérsrags 2005-2006 1,684 1,263 ERDF
Salacgriva 2006-2008 1,512 1,134 ERDF

Source: Ministry of Transport and Communications of the Republic of Latvia.

Within the framework of the Public Investment Program, the Government has provided
sovereign guarantees for loans aimed at the development of infrastructure. Port authorities
repay the loans.

% Latvian Law on Ports.
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The port authority does not invest in handling equipment and superstructure. Investment in
ship or cargo handling activities in the port is the sole responsibility of the terminal operators.
The port authority is not involved in cargo-handling operations, and its intervention is limited
to the provision of terminals for which lease fees are charged. The following table presents

an overview of responsibilities for major Latvian ports.

Table 2-51: Port investment responsibilities for major Latvian ports.

Category Element Responsibility
Land Development of new port areas Port Authority
development
Maritime Capital dredging Port Authority
infrastructure Sea locks, dams & exterior breakwaters Port Authority

VTS/Radar Port Authority
Light buoys & navigational aids Port Authority
Port infrastructure Land reclamation Port Authority
Internal locks, Docks, quays, Light buoys & navigational aids, Port Authority
River berth & harbour basin dredging
Port Pavements, Warehouses, sheds, Cranes and gantries, Link- Private
superstructure spans, pontoons, Terminal and office  buildings, Operators
Leasing/renting
Public utilities Fire fighting, Police, Pollution Control Government
Infrastructure Railways & metro links in area Port Authority
links Roads in area, Canals in area Port Authority
Tunnels & bridges in area Port Authority
Port maintenance _Maritime infrastructure maintenance Port Authority
Maintenance of port infrastructure and superstructure Private
Operators
Port services Cargo handling Private
Operators
Technical-nautical services Port Authority

Source: Compiled by the authors on various sources

2.5.1.2 Public Financing in the port of Riga

2.5.1.2.1 Introduction

The Free Port of Riga Authority was entrusted in 1994 with the administration, management
and development of the assets and territories of the port of Riga. Nowadays the Free Port of
Riga handles 234 million tons through its 32 multipurpose berths and 300,000 TEU a year.
Of the total throughput, 67% is transit cargo. Transit cargo is extremely important for the port
of Riga as well as for all ports in the Baltic region.

2.5.1.2.2 Governance Structure

The Free Port of Riga is a public entity and is operating under the umbrella port law and the
law on Riga Free Port. The management of the Free Port is in the hands of the Riga Port
Administration which is a legal entity and acts as the Executive management unit. Executive
functions in the Riga Free Port Administration are distributed in five departments: Shipping,
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Accounting and Finance, Legal, Foreign Affairs and Administration, and Strategic Planning
and Project Management.

The highest decision-making authority of the port management is the port's Board. Its
members are appointed and dismissed in accordance to procedures established in the law
on ports. The Board consists of at least of eight members, including the head of the port that
is an official of the local government, and in the case of Riga is the mayor of the Riga City
Council. Four of the members of the Board are appointed by the local government, while the
remaining ones are appointed one each by the Ministry of Transport, the Ministry of
Economy, the Ministry of Finance and the Ministry of Environmental Protection and Regional
Development.

The Port of Riga operates under public and private law depending on the function it has to
perform. The following functions are performed under public law:

o Determination of port fees and tariffs;

e Collection of port fees and lease (rental) payments;

¢ Management of security and access to the port areas;
¢ Monitoring of compliance with port regulations;

¢ Monitoring of compliance of activities of port companies with laws, regulatory
enactments of the cabinet, and the by-laws of the Port Authority;

e Controlling the protection of the port territory against pollution, and ensuring the
rectification of the consequences of pollution in the port, as well as participating in the
rectification of the consequences of pollution at sea;

e Ensuring winter navigation in the port.

The following functions are performed under private law:

e Formulation of a draft programme for the development of the port in conformity with
the approved development concept for the ports of Latvia and the general plan of the
City of Riga;

e Ensuring the implementation of the programme for port development adopted by the
Latvian Port Council;

¢ Managing the property transferred to its possession — hydrotechnic structures,
fairways, navigation equipment and devices in port and in the aquatorium, as well as
the aquatorium itself;

o Formulation and approval of draft estimates for the utilisation of financial resources, in
accordance with the procedures prescribed by the by-laws of the Port Authority;

e Organisation of construction works in the port, as well as communications in the
territory of the port in conformity with the development programme of the port;

¢ Research regarding the demand for and supply of the port services;

e Entering into contracts with undertakings regarding port activities , in order to ensure
and improve its services;
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e Managing the land of the port and of the Sate, or local government property located
on it and transferred to the possession of the Riga Free Port Authority;

¢ Participation in the development of infrastructure related to the activities of the port.

2.5.1.2.3 Public Financing in the Free Port of Riga

Given its landlord port governance model, the Freeport of Riga Authority is responsible for
investment in all infrastructures within the port area. This includes sea and land access
infrastructure as well as terminal specific infrastructure. The port is not allowed to engage in
any commercial port activities other than those established in the law on the Freeport of
Riga, summarised in the previous paragraphs. Consequently, the port is not allowed to invest
in equipment and superstructure.

In exceptional cases, and for those projects that concern to the wider context of the port,
funding can be provided also by other public authorities. As an example, at the moment, the
port authority and the City Council are engaged in the transfer of port activities away from the
Riga city centre; a project with a planned investment of approximately 1 billion US Dollar.
This project is financed by a combination of private investment, for the commercial activities,
and public money, deriving mostly from the Free Port of Riga and to some extent from the
City of Riga.

Total aggregate investment figures for 2003 amounted to LVL 2,872,438 or 4.1 million Euros.
This money was mostly used for dredging and other activities like construction of berths,
moles, etc. The port of Riga is a non-profit organisation and all its revenues need to be
reinvested. Most of it is borrowed money comes from commercial banks at market rates. The
rest derives from the reinvestment of profits deriving from port dues, leases, real estate and
other minor activities. The Free Port of Riga does not receive any form of State contribution
or State aid and all investments have to be financed out of its own financial capabilities.

The Free Port of Riga is exempted from corporate income tax, as a non-profit institution. As
manager of State and Public properties, the Free Port of Riga does not pay real estate taxes
either.

252 Work package 2

The major source of revenues of Latvian ports consists of port dues; on average,
approximately 75% of total revenues. Other sources are real estate rents and leases (10%)
and revenues deriving from the provision of utilities and other services such as passenger
services, floating cranes, etc.

2.5.21 Charging practices to terminal operators at national level

Rent and concession agreements with terminal operators are negotiated privately on an
individual base. Terminal operators are responsible for superstructure and equipment,
although special arrangements may some times be in place. This is due to the fact that, after
independence, although the majority of port equipment was either sold or privatised, some
surface arrangements and buildings were transferred to the Port Authority, which leases
them to the private sector.
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As a reference tariff, the port of Riga charges LVL 1.6 per square metre flat rate for port
areas not facing the sea, and LVL 3.9 per squared metre for port areas with quay. No
specific quay dues are charged. Terminal concessions are however determined according to
specific terminal areas and, as a result, the economic characteristics of the area, such as the
presence of rail or road links, play a role. In 2002, the lease income constituted
approximately 10% of the total revenues of the port of Riga.

2.5.2.2 Charging practices to ship operators at national level

In the ports of Latvia the following dues can be charged:

e Tonnage dues;

e Canal dues;

e Sanitary dues;

e Small-ship dues;
e Anchorage dues;
e |ce dues;

e Quayside dues;
e Freight dues;

¢ Pilotage fee;

e Passenger dues.

The decision on the type and level of dues is left to the port Board, with the exception of
lighthouse and pilotage dues, which are collected by the Maritime Administration offices (part
of the Ministry of Transport) and their agencies located in the major ports.

Maritime dues are set in US Dollar per gross ton. Pilotage dues can be subject to discounts
or increases depending on the type of ship and on whether the use of the pilot can be
avoided. Lighthouse dues are payable for the first 6 entrances per calendar year. Ro-ro
vessels and container vessels are granted a 20% reduction. Passenger ship dues are
granted a 30% reduction.

The other dues are charged by the port authority and are set on the basis of gross tonnage.
Port dues represent the major source of income for the port authorities. The port of Riga,
Ventspils and Liepaja charge the following types of dues:

e Tonnage dues: these are based on GT, number of calls, and type of ship. Ballast
vessels receive a discount. In Liepaja in addition, vessels are given a discount also
when they are loading or unloading less than 50% of their cargo in the port.

e Canal dues: are structured in the same way as tonnage dues;

e Sanitary dues: depend on the duration of the vessel's stay and the type of vessel.
Discounts are given to those vessels that do not make use of the waste processing
facilities of the port, as they have their own certified incinerators on board.
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o Small-ship fee: vessels smaller than 200GT are subject to the small-ship dues. The
dues are reduced for fishing vessels.

As a reference, the following table summarises the port dues collected in the port of Riga in
the year 2003.

Table 2-52: Port dues collected by the port of Riga (thousand US Dollar), 2003

Dues Amount
Tonnage dues 6,921
Canal dues 6,310
Sanitary dues 860
Berthing dues 2,564
Pilotage dues 4,643
Ice dues 630
Passenger toll 156
Total 22,082

Source: Port of Riga
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2.6 Lithuania

2.6.1 Work package 1

2.6.1.1 System for public financing of seaports in the Lithuania

2.6.1.1.1 Introduction

Klaipeda is the only seaport in Lithuania besides the oil terminal in Batingé. The port is an
important node in Lithuanian and international transportation systems. Its major traffics are
oil and oil products, fertilisers, ro-ro cargoes and containers. In 2003 the ports of Lithuania —
Klaipeda and Batingé — handled 31.9 million tons of cargo. The following table shows a
comparison with other ports in the Baltic region.

Table 2-53: Throughput in the major Baltic ports, 2003 (million tons and
percentages change)

Port Throughput Change %
St. Petersburg 42.0 1.8
Tallinn 37.6 -0.5
Ventspils 27.3 -5.0
Riga 21.7 20
Klaipeda 21.2 7.4
Primorsk 17.7 43
Kaliningrad 12.7 28
Bdtingé 10.7 76
Liepaja 4.9 13

Source: Klaipeda State Seaport Authority

2.6.1.1.1.1 The port of Klaipeda

The port of Klaipeda covers 415 ha of land with a water basin of 623 ha. The port has
several oil and general cargo terminals. Vessel draft in the port is limited to around 11 metres
and the maximum vessel size is thus about 40,000 dwt. However, Panamax-type vessels are
accepted at the oil terminals, as the entrance of the channel has been dredged to a depth of
14.5 metres.

As far as the oil terminal is concerned, the Klaipeda State Oilport was constructed in 1959 in
order to export Soviet heavy fuel oil. The oil terminal is operated by Klaipédos Nafta Ltd. and
it has an annual capacity of 7 million tons. The tank storage capacity for oil products is
350,000 cubic metres, divided into 30 storage tanks of various capacities.

Other major terminals are multipurpose ones. These are AB Klaipéda Stevedoring Company
(KLASCO), Bega Stevedoring Company and Klaipédos Terminalo Grupé, specialised in dry,
liquid and packed fertilisers, metal, ferroalloys, and bulk agricultural products. Important
cargoes handled in the port are also timber and wood products.

Total storage capacity for liquid cargo is 132,500 tons, while dry bulk, containers and ro-ro
cargoes are stored in 780,300 square metres of uncovered storage areas and 130,428
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square metres of covered storage spaces. The refrigerated storage facility can store up to
35,000 tons.

The port is linked by rail and road, with almost 70 km of rail track within the port area. The
city of Klaipeda is also connected directly with the airport of Palanga. Klaipeda has several
ferry connections with Germany (Kiel, Zassnits, Lubeck), Denmark (Copenhagen and
Fredricia), Sweden (Karlshamn) and Poland (Gdansk). The port is also the base of small
ferries to local tourist attractions.

In 2004, the port of Klaipeda handled 20.25 million tons of cargo, 67% of which was of
Lithuanian origin. Transit cargo accounts for 33% of total throughput, of which 20% is
directed or originated in Belarus and 5% in Russia. The relatively small percentage of transit
cargo directed or originated in Russia is due to the substantial differences in the rail cargo
tariffs used by the Russian railways, which discriminate between cargoes transported
through Russian ports (Kaliningrad and St. Petersburg) and through the ports of other
countries.

The total number of containers handled in 2004 was 174,241 TEU, representing a 47%
increase over the previous year. Ferry passenger traffic increased by 15% over 2003 up to
155,749 passengers, while 14,206 passengers arrived to Klaipeda onboard cruise vessels.

26.1.11.2 The Bitingé oil terminal

Batingé oil export / import marine terminal — close to the Lithuanian border and owned by AB
Mazeikiy Nafta, a subsidiary of the Yukos Group — was opened in 1999. It is connected to
the Mazeikiy refinery with a crude oil pipeline of an annual capacity of 13 million tons. The
loading principle is an offshore loading buoy and the terminal’s storage capacity is 254,000
cubic metres. The terminal is capable of loading vessels with draught up to 15.3 metres and
120,000 dwt.

2.6.1.1.2 Governance Structure

Ports in Lithuania have gone through the same type of restructuring as in the ports of other
Baltic countries. The reform process has been concluded with the Law on Klaipeda State
Seaport of the Republic of Lithuania, issued in 1996 (last amendment 2002). The port of
Klaipeda is managed by the Klaipeda State Seaport Authority (KSSA), a Government
Enterprise under the direct control of the Ministry of Transport.
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Fig. 2-6: Governance structure of the ports of Klaipeda
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Ship Operators, Cargo Owners

Before the restoration of independence in 1991, there were two separate ports: a commercial
sea port and a fishing port. In the territory of the port there were about 20 enterprises and
organisations that belonged to different authorities.

When the independence of Lithuania was restored in 1991, the Klaipeda Port Authority was
created by Decree of the Government of Lithuania and in 1992 Klaipeda obtained the status
of State seaport. In 1996, the law on Klaipeda State Seaport was promulgated, stipulating
that the land and water territory, the quay-walls, hydro-technical equipment, navigation
routes, canals and other objects of infrastructure belong to the State and cannot be
privatised.

The State has the duty of managing all port infrastructure mentioned before, and this is done
via the Klaipeda State Seaport Authority, the main objective of which is to develop the port,
maintain its competitiveness and increase cargo handling volumes.

The main functions of SE Klaipeda State Seaport Authority are the following:

e Coordination of the protection interventions on port land performed by port operators,
and ensuring safe navigation in the port;

¢ Assuring the activities of Harbour Master’s offices;

¢ Maintenance and management of the reserved territories of the port;
¢ Using and managing the State property in an effective manner;

e Leasing the land territory of the port;

e Collecting port dues;

¢ Rescue of people and ships in port waters;
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e Preparing port strategic development projects, detailed plans of the port and the
reserved territories of the port, organising their implementation, scientific research
and promotion of the port;

e Investigate new construction projects, approve them, determine and approve
mandatory technical tasks, analyse the reconstruction of existing constructions;

¢ Pollution prevention and elimination of consequences;

e Construction, maintenance, and development of port infrastructure;
¢ Maintenance of adequate depth in port waters, quays and piers;

¢ Organise and implement port environment protection;

e Together with the institutions of the Municipality, carry out preparatory works for the
development of infrastructure in the reserved territories of the port;

e Assure supervision of the land territories that are not leased;

¢ Organise social services for seafarers.

Independent stevedoring companies, shipbuilding and ship-repair yards and other
companies are allowed to operate in the port on the basis of lease agreements with SE
Klaipeda State Seaport Authority, in accordance with the landlord port model.

2.6.1.1.3 Financing of port investment and activities at national level

With the exception of the oil terminal in Bitinge, which is a privately owned and financed
installation, Klaipeda is the only port in Lithuania. Thus the financing of port investment and
activities for the entire country coincides with the practice in the port of Klaipeda. A detailed
description of the financing practices for port investment in the port is provided in the
following section.

2.6.1.2 Public financing in the port of Klaipeda

KSSA is in principle a financially autonomous organisation, and investments in the port are
based on the income of KSSA. The Law on Klaipeda State Seaport states that the income of
KSSA is constituted by port dues and land rent. The responsibility of port investment lies with
KSSA with the exception of terminal specific equipment/superstructure and terminal
operational management that is the sole responsibility of the terminal operator.
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Table 2-54: Port investment responsibilities for port of Klaipeda

Category Element Responsibility
Land development Development of new port areas KSSA
Maritime Capital dredging KSSA
infrastructure Sea locks, dams & exterior breakwaters KSSA
VTS/Radar KSSA

Light buoys & navigational aids Maritime Administration
Port infrastructure Land reclamation KSSA

Internal locks, Docks, quays, River beds & harbour | KSSA
basin dredging

Port suprastructure Pavements, Warehouses, Terminal and office buildings | KSSA

Port superstructure Operating equipment, Cranes and gantries Private operator
Link-spans, pontoons

Public utilities Fire fighting, Police, Pollution Control Government
Infrastructure links Railways & metro links in area Lithuanian Railways and
KSSA
Roads in area, Canals in area KSSA and Municipality
Tunnels & bridges in area KSSA and Municipality
Port maintenance Maritime infrastructure maintenance KSSA and Maritime
Administration
Maintenance of port infrastructure and superstructure KSSA and private operators
Port services Cargo handling Private Operators
Technical-nautical services KSSA

Source: Compiled by the authors on various sources

2.6.1.2.1 Investment in the port of Klaipeda

Since independence, the port of Klaipeda has undertaken major investment programmes.
The first large implemented programme was planned right after independence. The
Government of the Republic of Lithuania, by its Resolution No. 298 of 28 April 1992,
approved the strategic program for reconstruction and development of the transport system
of the Republic of Lithuania (principal provisions), which included the main developments of
the port. After receipt of support under the EU PHARE program, in 1992-1993 the Klaipeda
State Seaport development concept and The Master plan were drawn up and approved by
the Government of the Republic of Lithuania®®.

The Government of the Republic of Lithuania, by its Resolution No. 494 of 20 June 1994,
approved the program for the construction and reconstruction of Klaipeda State Seaport
infrastructure objects for the period of 1994-2000. By Resolution No 1526 of 1 October 2002,
the Government approved the investment program of Klaipeda State Seaport for 2002-2005.
In the course of carrying out the said programs, a number of ideas of the Master plan have
been implemented or are being implemented; therefore it was necessary to update the
Master plan of the port following the strategic planning concept of the port.

Klaipeda State Seaport Authority is currently implementing a large investment programme,
which is agreed with the Government and is going to be completed within 2005. The total

36 Klaipeda State Seaport Authority
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cost of the programme is estimated at LTL 368 million (i.e. approximately 107 million Euros)
and it aims at the rehabilitation of the maritime access of Klaipeda port, the reconstruction of
quays, and the reconstruction of road and railway access to the port. The investment
programme is detailed below.

Table 2-55: Investment Programme State Seaport of Klaipeda, 2002-2005
(thousand Litas).

Investment project Estimated cost Estimated
investments
Port entrance rehabilitation 194,261 122,408
Reconstruction and construction of quays 186,861 169,361
Reconstruction of quays No 5, 6, 101-104 and 49,187 49,187
development of port railways
Reconstruction of quay No 67 5,713 3,713
Reconstruction of quays No 69-70 20,000 20,000
Reconstruction of quays No 71-72 7,615 7,615
Reconstruction of quays No 82-89 50,000 50,000
Reconstruction of quay No 119 7,700 7,700
Reconstruction of quays No 27-44 (Cruise Vessel 25,000 21,500
Terminal)
Construction of quays for fishing harbour 20,000 8,000
Utilities of fishing harbour 1,646 1,646
Dredging 7,368 7,368
Reconstruction and development of roads 35,200 35,200
and railways
Reconstruction and development of railways 20,000 20,000
Reconstruction and development of  access 15,200 15,200
roads
Other projects 34,065 34,065
Total (thousand Litas) 457,755 368,402
Total ( thousand Euros) 132,575 106,697

Source: Klaipeda State Seaport Authority.

2.6.2 Work package 2

The major source of revenues of the port of Klaipeda is port dues (80%), followed by leases
(15%) and revenues from pilotage services and minor financial transactions. Total Income for
KSSA is LTL 115 million, approximately 33 million Euros in 2003%".

2.6.2.1 Charging practices to terminal operators at national level

Terminal leases are set on an individual base and no standard leasing system is used.
Leases are determined per terminal depending on water depth at berth, location with respect
to the railway network, and quality of terminal infrastructure. Lease terms and conditions
need to be approved by the Ministry of Transportation. Leases are awarded for periods from

87 Klaipeda State Seaport Authority
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1 to 5 years, and they are renewable. Possibilities of negotiating PPP agreements are under
discussion, but the limited financial capabilities of the terminal operators in Klaipeda restrict
the potential of such agreements.

2.6.2.2 Charging practices to ship operators at national level

KSSA is the authority in charge of collecting dues and charges for maritime traffic. The
definition of the procedure for calculation, for the payment and application of the port dues
are set by the Ministry of Transport by decree. All operators of a vessel calling at the
Klaipeda State Seaport have to pay all port dues. Only foreign naval vessels and other state
owned non commercial vessels are exempted from port dues by the procedure set forth by
the Government. Vessels owned by the Port Authority are granted exemption from any port
dues.

The port of Klaipeda charges the following types of dues:

e \Vessel dues;

e Navigation dues;
e Berth dues;

e Tonnage dues;

e Sanitary dues;

e Passenger dues;

e Pilotage dues.
On arrival at the Port, the vessel’s master in accordance with the International Convention on
Tonnage Measurement of Ships (1969), has to submit directly or via the vessel's agent to the
KSSA the following vessel’s data:

e Maximum length in metres (L);

¢ Maximum breadth in metres (B);

e Maximum summer draught in metres (till summer water line - T);

e Gross tonnage in units (GT);

e Deadweight (DWT).

Port dues, with the exception of the tonnage dues for Ro-Ro vessels and vessels carrying
only containers, and passenger dues, are calculated:

o For seagoing vessels — based on gross tonnage (GT) stated in the International
Tonnage Certificate or if said document is not available, then on the basis of
inscription in Lloyd’s Register of Ships;

e For inland waters vessels — based on the product of the vessel’s maximum length in
metres (L), maximum breadth in metres (B) and maximum draught in metres (T), as
per module L x B x T (cubic metres).
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2.6.2.2.1 Vessel dues

All vessels that call at the port of Klaipeda are required to pay vessel dues. Vessel dues are
based on gross tonnage and the number of calls per year. They consist of a basic rate to
which specific surcharges are added according to the size of the vessel and its class. The
charging system differentiates between tramp and liner vessels. Among the first, different
charges are set for fishing vessels, ro-ro vessels, internal water vessels and non-self-
propelled floating constructions. For liner vessels, different charges are set for container
vessels, container and general cargo vessels, railway ferries and ro-ro passenger vessels
(calling more that once a week and 12 times a month).

Tramp vessels obtain a reduction on the basic rate and vessel specific rate if they call at the
port more than 12 times a year. Liner vessels are further classified in three classes according
to the number of calls, in or out, per year, respectively 1-6 times per year, 7-26 times per
year and more than 27 times per year. Container vessels that call between 1-6 times are
those that pay the highest dues, while ro-ro ferries and passengers vessels that call more
than 27 times a year are those that pay the lowest dues.

2.6.2.2.2 Navigation dues

The navigation dues are paid by the ship operator for calling at the port of Klaipeda. They
consist of a fixed sum in Litas per GT unit or per cubic metre (LxBxT). Specific rebates are
applied depending on the number of calls, similarly to vessel dues.

The following vessels are granted exemption from navigation dues:

¢ Navy ships and State Border Control Service vessels of the Republic of Lithuania;

e Rescue and fire-fighting vessels (fire-fighting equipment is included in the list of the
vessel’s equipment) of the Republic of Lithuania;

e Hydrographic, training, scientific research and environmental protection vessels of the
Republic of Lithuania;

¢ Medical aid vessels performing their direct functions;
e Sport vessels of the Republic of Lithuania;

o Other vessels (vessels carrying in or out non-commercial charity goods, and other
vessels performing non-commercial functions) — subject to special decision of the
Port Authority.

2.6.2.2.3 Berth dues

Berth dues are paid by the ship operator for the vessel's berthing during cargo handling
operations in amount established by the Government, depending on the type of ship. The
time of cargo handling operations includes the time for cargo unloading from and loading
onto a vessel, cargo lashing and securing and execution of cargo documents.

Cargo vessels with GT less than 1,000 units and which, during one call, carry out cargo
handling operations lasting for less than 8 hours, are granted a 50% rebate on berth dues.
Berth dues are also paid by the ship operator for berthing without carrying out cargo handling
operations (with permission of the Port Authority).
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Rebates of 60% on berth dues are applied to Ro-Ro vessels operating on liner sailing on
which call at the port of Klaipeda at least twice per week.

Rebates of 50% on berth dues is applied for fishing vessels registered in Lithuania and
fishing within the exceptional economic zone of Lithuania in the Baltic Sea, fish processing
vessels registered in the Republic of Lithuania carrying out processing of fish without
crossing the boundaries of the exceptional economic zone of the Republic of Lithuania in the
Baltic Sea; vessels registered in Lithuania and carrying passengers and cargo within
Klaipeda port waters; inland water vessels registered in the Republic of Lithuania and
carrying passengers and cargo within the territory of the Republic of Lithuania.

2.6.2.2.4 Tonnage dues

Tonnage dues are paid for vessels that call at the port for cargo handling operations on the
base of GT and how much of the vessel is loaded or unloaded at the port.

Tonnage dues are paid for ro-ro vessels depending on the number of vehicles loaded onto /
unloaded from the vessel on a unit basis, depending on the type of vehicle and whether it is
loaded or not.

The following types of vessels, if registered in Lithuania are exempted from tonnage dues:

e Fishing vessels that perform fishing activities within the exceptional economic zone of
Lithuania in the Baltic Sea,

e Fish processing vessels carrying out processing of fish without crossing the
boundaries of the exceptional economic zone of Lithuania in the Baltic Sea,

e \Vessels carrying passengers and cargo within Klaipeda Seaport,
¢ Inland water vessels carrying passengers and cargo within the territory of Lithuania

e Vessels calling at the port for non-commercial purpose (repair, waiting, crew
replacement, replenishment of stock, etc.).

2.6.2.2.5 Sanitary dues

Sanitary dues cover delivery of all kinds of operational pollutants, which were generated from
the last port of call till arrival at the port of Klaipeda and during the stay in the port. There are
different charging systems for sanitary dues. The amount to be paid always depends on the
time the vessel stays in port. They are calculated on the basis of the vessel’s gross tonnage
and depend on the cubic metre of pollutants/waste emitted.

Rebates are applied for the following type of vessels, if registered in Lithuania:

e Fishing vessels that perform fishing activities within the exceptional economic zone of
Lithuania in the Baltic Sea;

e Fish processing vessels carrying out processing of fish without crossing the
boundaries of the exceptional economic zone of Lithuania in the Baltic Sea;

e And vessels calling at the port for non-commercial purpose (repair, waiting, crew
replacement, replenishment of stock, etc.).
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The following vessels are granted exemption from sanitary dues:

Inland water vessels registered in the Republic of Lithuania and carrying passengers
and cargo within the territory of the Republic of Lithuania;

Inland water vessels registered in the Republic of Lithuania and carrying passengers
and cargo within the harbour waters;

Vessels serving the port;
Navy ships and State Border Control Service vessels of the Republic of Lithuania;

Rescue and fire-fighting vessels (fire-fighting equipment is included in the list of the
vessel’s equipment) of the Republic of Lithuania;

Hydrographic, training, scientific research and environmental protection vessels of the
Republic of Lithuania;

Medical aid vessels performing their direct functions;
Sport vessels of the Republic of Lithuania;

Other vessels (vessels carrying in or out non-commercial charity goods, and other
vessels performing non-commercial functions) — subject to special decision of the
Port Authority.

2.6.2.2.6 Passenger dues

All passengers (above seven years of age) embarking or disembarking in Klaipeda are
charged a passenger due. The due is one US Dollar per passenger. No dues are charged for
domestic traffic.

2.6.2.2.7 Pilotage dues

Pilotage dues are based on the gross tonnage of the ship. The charge is fixed and depends
on whether the pilot is required within the port area or outside it. Surcharges are applied on
holidays and at night.

The payment for pilotage services is calculated as follows:

for sea-going vessel — the pilotage service rate is multiplied by gross tonnage (GT)
which is indicated in the International Tonnage Certificate;

for internal water vessel, non-self-propelled floating construction, and other vessels
which do not have the documents proving its GT - the pilotage service rate is
multiplied by the vessel's maximum length, the vessel’s maximum breadth and the
vessel's summer water line.
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2.7 Cyprus
271 Work package 1

2.7.1.1 System for public financing of seaports in Cyprus

2.7.1.1.1 Introduction

Cyprus has ten ports the most important of which are Limassol (Lemesos) and Larnaca
(Larnaka). These two large multipurpose ports are the major gateway to the island. On the
island there are also two industrial ports specialised in the trade of minerals — Vasiliko and
Latsi (Latchi) — and five buoy berths for oil (Dhekelia, Larnaca, Visiliko, Moni and Akrotiri).
The bulk terminal of Vasiliko is specialised in cement for the neighbouring factory. In addition
to the previous ports, Cyprus has three smaller ports: Pafos (Paphos), the old port of
Limassol, and Latsi that are used for tourism, recreation and fishing.

2711141 The port of Limassol

Limassol port is located south of the city of Limassol. At present it is the largest port in
Cyprus and it serves most of the island’s seaborne cargo and passenger traffic. The port
handles all container traffic generated locally, transhipment, and the entire volume of grain
imports. At present 90% of the country’s passenger traffic is served by this port. As a
container port, Limassol provides two terminals with six gantry cranes, and a total annual
capacity of 600,000 TEUs. The port is currently developing a new container terminal facility
with a draft of 14 meters. The first phase is scheduled to be completed by 2010. In 2003 the
construction of a heavy duty paved area of 20,000 square meters began on the west side of
the port, as stacking area. A new area of 40,000 square meters for stacking was created in
the old container terminal on the east side of the port.

Other planned facilities include the expansion of the storage capacity of grain silos, the
construction of new dolphin berths in the southern part of the basin, the upgrading of the
western multi-purpose quay into a post-panamax vessel facility, as well as the extension of
the existing passenger facilities and the construction of a new passenger terminal that should
be completed by 2007. Also, new buildings for the Fire Department and Marine Police are
under construction. Along with these major developments, the port of Limassol has
undertaken minor improvements, mostly required by the EU accession, especially from a
security point of view.

271.1.1.2 The port of Larnaca

The second port of the country is Larnaca, the nearest port in the South to the capital Nicosia
(Lefkosia). The port of Larnaca serves both passengers and cargo and is the main port for
the traffic of potatoes and other agricultural products. The port has also developed as a ro-ro
port. In 2002 the Ministerial Council has decided that the port of Larnaca will be redeveloped
into a passenger and cruise port. Under the recommendations of consultants hired by the
Government, it was considered that the best strategy for the port system of Cyprus was to
concentrate passenger traffic in Larnaca, leaving the majority of cargo traffic to be handled in
Limassol. The Government has published an invitation for the submission of expressions of
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interest to undertake the development of the passenger terminal in Larnaca on a Build
Operate and Transfer (BOT) basis. During 2003, three firms/consortia have submitted
documents for pre-selection. The contracted company is being selected and work should
start soon. The new project for Larnaca provides for a staged development of the port, as a
specialised passenger port, and entails the construction of new quays and the improvement
of the connection of the port area with the city centre.

271113 Other ports

The Cyprus Ports Authority’s jurisdiction extends also over a number of small ports and
fishing shelters, which are currently in the process of being developed further. These include
the OlId Port of Limassol, Paphos Harbour, and the fishing shelters of Zyghi and Latchi.

Maijor infrastructural developments include the redevelopment of the old port of Limassol and
the completion of the construction works in the port of Latsi. As far as the first is concerned,
repair works have been completed on the quays and breakwater, and the redevelopment of
the land area is ongoing after a two-phase architectural competition was held in 2003. The
project is expected to be completed in 2008. As far as the Latsi harbour is concerned, after
the completion of the basin, the port will be managed by the Department of Fisheries and
Marine Research, while the redevelopment of the Land area will be undertaken by the Port
Authority in coordination with the Municipality of Polis Chrysohous.

Formally, the ports of the occupied northern part of the Island are administered by the
Cyprus Ports Authority but, following the military occupation of the northern part of the island
by Turkey in 1974, they have been declared by the Republic of Cyprus as prohibited and
closed for all vessels since October 1974. These ports are the commercial ports of
Famagusta (Ammochostos), once the largest port in Cyprus, Karovostasi, and the smaller
port of Kyrenia (Keryneia).

The present report will refer essentially to the ports in the southern part of the Country, as
information on the occupied north is scarce and ports there do not engage in international
cargo traffic other than with Turkey. It is known, nevertheless, that no major infrastructural
developments in these ports have taken place since the 1970s.

271114 Cargo and Passenger Traffic

During 2003, 73 shipping lines included Cyprus in their international or regional itineraries,
with 4,641 ships calling at Cyprus ports and a total net registered tonnage of 19.3 million tons
(respectively 6% and 4% lower than the previous year). The main categories of ships that
visited Cyprus were conventional ships (25%), container ships (20%), tankers (19%), ro-ro
(15%) and passenger ships (11%).

In 2003, the total amount of cargo handled in the ports of Cyprus increased with 3%
compared with the previous year, reaching 7.8 million tons. Half of this amount was handled
by Limassol and Larnaca alone, consisting of 4.0 million tons of mostly bulk cargo and
agricultural products. Container and unitised cargo showed the highest increase in 2002, with
14% and 26% respectively. On average, the increase in total cargo handled by the ports in
2003 was 5%.

The handling of container traffic reached 255,500 containers, representing a 9% increase
from the previous year. There has been a great increase in container transhipment (95%)
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mostly due to the crisis in Israel. In general, container penetration (import and export of
Cyprus products) remained constant at 73%.

Conventional cargo-handling, mostly timber and iron, amounted to 794,600 tons with an
increase of 9% from the previous year. The ports of Limassol and Larnaca handled 760,600
tons of dry-bulk cargo, with a 15% reduction of traffics. The majority of bulk cargo consists of
agricultural products (soy and wheat) while 50,000 tons approximately are minerals, sands
and scrap iron.

Cargo movements at the port of Vasiliko have increased by 3% to 1.5 million tons, confirming
the specialisation of the port in cement, clinker and other industrial cargo. Secondary traffics
included charcoal, petroleum and raw materials. Oil is handled in the specialised terminals.
Volumes remained constant with respect to the previous year at approximately 2.5 million
tons. Of this, 1.9 million was handled in the terminal of Larnaca, which serves the island’s
general needs, with a reduction of 3%, while the remaining was handled in the terminals of
Dhekelia and Moni that serve the Island’s power plants.

Total passenger traffic amounted to 493,900 passengers, with an increase of 3% compared
to 2002. Most of this traffic called at the port of Limassol. Of these passengers, 206,600
arrived on the Island from the 25 international cruise liners that call in Cyprus. Compared to
2002, there has been an increase of 62%.

The island is also the permanent base of a large fleet of cruises sailing to Syria, Lebanon,
Egypt and the Greek Islands. The total number of passengers in this segment amounts to
287,225 persons and it has experienced a decrease of 15% with respect to 2002.

2.7.1.1.2 Governance Structure

The organisation that administers all Cypriot seaports is the Cyprus Ports Authority (CPA), a
public autonomous organisation under the supervision of the Ministry of Communication and
Works. The CPA was established in 1973 (originally as Cyprus Ports Organisation) within the
context of the World Bank port loan to Cyprus. Among the conditions of the loan was the
establishment of a national port authority, with the aim of replacing previous port
management arrangements which were based on non-commercial administrative
procedures.

The CPA is responsible for the formulation of the policy for the Cypriot ports and their
development, management and operation. The role of the CPA includes the provision of port
infrastructure, equipment and services for the accommodation of ships. It is managed by a
nine member-board appointed by the Council of Ministers for a term of three years.

The major tasks of the authority are:

e Port management and administration;

e The provision of infrastructure, superstructure and equipment within the port;
e Cargo handling operations;

e Passengers operations;

¢ Pilotage, tugging and mooring services;

e Water supply and waste disposal and other port services (contracted out);
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e Garbage disposal (contracted out to private operators);

e Provision of aids to safe navigation within Cyprus territorial waters;
¢ Pollution prevention (with the Department of Fisheries);

e Lighthouse authority;

e Rescue services (with the Marine Police).

The CPA is entrusted with the provision of cargo handling services, which are carried out
with its own workforce. As a matter of fact, in order to work in the port, port workers have to
be registered at the Government Labour Office. The remuneration of port workers is
determined in the collective agreements negotiated by the CPA and the Port Workers
Unions.

Technical-nautical services (pilotage, tugging, mooring, VTS and navigational aids) are
provided exclusively by the CPA. The CPA is also responsible for environmental protection
and it safeguards safety and security within the port areas. Water supply is under the solely
responsibility of the CPA. The CPA is also responsible for providing waste reception facilities,
for which it subcontracts private companies.

Finally, CPA is the National Lighthouse Authority of Cyprus, owing and operating the
lighthouses of Paphos, Cape Arnauti, Cavo Gata, Cavo Kiti and Cavo Greco as well as
providing all other aids for the safe navigation within Cyprus waters.

In addition to the services contracted out, the following services are offered by private
operators once the authorisation by CPA has been provided: shipping agents, ship
chandlers, forwarding and clearing agencies, on-shore cargo movement, stevedoring,
baggage porters, vessel repairs, and bunker provision.

Most notably, stevedoring services, limited to the handling of cargoes on ships in port, are
carried out by registered stevedores licensed by the Ministry of Labour, with the equipment of
CPA. In 2003 there were 115 stevedores in the port of Limassol, including nine tally clerks,
while in Larnaca there were 56, six of which tally clerks. Based on the Port Workers Law,
stevedores are registered with the labour office and their employment is regulated by a
collective agreement signed between their representatives and a representative of the
Cyprus Shipping Association. The Labour Office is responsible for the correct implementation
of the Agreement and for the operational assignment of gangs on board of ships as well as
the number of stevedores to be employed daily. 40% of stevedoring activities is performed
indirectly by Cyprus Shipping Association, through a sister company. Stevedoring charges
are set by CPA on a cost plus basis.

On-shore cargo movements are performed by licensed porters, specialised workforce that is
allowed, under licence of the Ministry of Labour, to perform cargo movements from the quay
to storage areas in the port, with equipment belonging to the Licensed Porters Association. In
2003 they were 73 in the port of Limassol and 41 in Larnaca. In order to carry out all the work
required at the port of Limassol, Licensed Porters employed 44 additional individuals as
permanent labour/technical staff. Licensed Porters operate also the two container terminals
of Limassol, limited to the movement of cargo on-shore. The remuneration for these services
is fixed by the CPA on a cost basis. In other words, every year, private operators are
requested to file their cost, plus a small margin, to the CPA, which issues the relative tariffs
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accordingly. The normal duration of concession for on-shore cargo movement activities is
one year with options of renewal. There is no maximum contract duration. There is no
limitation on the number of service providers. For the provision of all services, authorisation
is necessary. Not all services are subject to selection/tendering procedures.

Finally, the handling of passenger luggage in Limassol is carried out by Cyprus Shipping
Association, through its sister company USC (United Stevedoring Company Ltd.), that
employed 7 people in 2003 and 2 additional ones on a temporary basis. Baggage
movements in the port of Larnaca are performed by Licensed Porters.

Fig. 2-7: Governance structure of the ports of Cyprus
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Ship Operators, Cargo Owners

The following services can be offered in the port once the authorisation by the CPA has been
provided: shipping agents, ship chandlers, forwarding and clearing agencies, baggage
porters and vessel repairs.

2.7.1.1.3 Financing of port investment and activities — General investment
responsibilities

The responsibility for the provision of port infrastructure, equipment and services for berthing
of ships, cargoes and passengers lies within the CPA, which is practically the only investor in
the port, as it is shown in the following table. The majority of investments carried out in the
past have been financed through bank loans with Governmental guarantees. Following EU
accession, all future investment performed by the CPA will have to be financed via own
resources. Although the CPA is as of 2004 a self-financed organisation, its budget and tariffs
have to be approved by the Government and by the House of Representatives, and no
change in the legal status of the CPA is envisaged in the near future.
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Table 2-56: Investment responsibilities in the ports of Cyprus
Category Element Responsibility

Land Development of new port areas CPA

development

Maritime Capital dredging CPA

infrastructure Sea locks, dams & exterior breakwaters CPA
VTS/Radar CPA
Light buoys & navigational aids CPA

Port Land reclamation/basin fills CPA

infrastructure Internal locks, docks, quays, light buoys & navigational CPA
aids, River berth & harbour basin dredging within the
port territorial waters

Port Pavements, Warehouses, sheds, Cranes and gantries, CPA

superstructure Link-spans, pontoons, Terminal and office buildings
Shore movement equipment, straddle carriers, forklift CPA
trucks, etc.

Public utilities Fire fighting, Police Government
Pollution Control, safety, security within the port area, CPA
water supply
Waste disposal: facilities CPA
Waste disposal: service Private
Bunkering Private

Infrastructure Roads within the port area CPA

links Tunnels & bridges within the port area CPA

Port Maritime infrastructure maintenance CPA

maintenance Maintenance of port infrastructure and superstructure CPA

Port services Cargo handling CPA
Technical-nautical services CPA
Stevedoring Private
On-shore cargo movements Private
Passenger baggage movements Private

Source: Compiled by the authors on various sources

2.7.2

Work package 2

In 2003, the total revenues of CPA amounted to CYP 24.75 million, of which CYP 20.03
million were operating revenues, CYP 1.33 million revenues deriving from storage activities,
CYP 1.99 million from Licenses and Royalties, CYP 1.23 million from investment income and
CYP 0.18 million from other sources. CPA’s operating revenues are disaggregated in the

following table.
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Table 2-57: Operating Revenues of Cyprus Port Authority, 2003 (Cyprus

Pounds)
Source of revenue CYP
Port charges on ships 586,743
Port charges on imports 10,888,887
Port charges on exports 620,428
Port charges on transit cargo 198,518
Port charges on passengers 1,138,509
Pilotage charges 1,468,669
Berthing charges 1,099,441
Mooring charges 43,383
Cranage charges 2,646,185
Overtime charges 898,517
Refuse collection 189,296
Charges for reefer containers 249,247
Total 20,027,823

Source: CPA

Non-operating income such as storage revenues, licenses, royalties and others are
summarised in the following table.

Table 2-58: Non-Operating revenues of Cyprus Port Authority, 2003 (Cyprus

Pounds).
Source of revenue CYP
Storage 1,328,293
Licenses 1,185,912
Royalties 806,722
Financial income 1,225,459
Other income 177,143
Total 4,723,529

Source: CPA
The following tables summarise the operating and non-operating expenditures of the CPA
during 2003.

Table 2-59: Operating expenditures of Cyprus Port Authority, 2003 (Cyprus

Pounds).
Operating expenditure CYP
Emoluments 6,125,000
Travelling expenses 35,443
Office expenses 38,501
Maintenance 1,232,131
Other operating expenses 1,071,430
Total 8,502,505

Source: CPA
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Table 2-60: Non-operating expenditures of Cyprus Port Authority, 2003 (Cyprus

Pounds).
Non-operating expenditure CYP
Emoluments 1,907,861
Travelling expenses 17,731
Office expenses 208,363
Maintenance 11,106
Other administration expenses 229,175
Total 2,374,236

Source: CPA

2.7.2.1 Charging practices to terminal operators at national level

Terminal operator activities in Cyprus are performed by the CPA. As the port authority and
the terminal operator coincide in one and the same body, no separate charges are levied for
the use of the terminal and its facilities. Cargo handling charges and other terminal operation
fees are levied directly from the CPA to ship operators. Ship operators are allowed to use
their own equipment without any additional payment to the CPA, in the rare event that the
CPA is not able to provide sufficient capacity to discharge the ship or in the case of technical
failure of the CPA equipment.

As far as stevedoring, on-shore cargo movements and baggage handling are concerned, as
already mentioned above, these are entrusted to the private sector that is responsible for
levying its own charges. The CPA does not directly receive any contribution or royalty from
the aforementioned activities, even if in principle they can be performed only under licence
within the port. Stevedoring, on-shore movements and luggage handling are licensed directly
by the Ministry of Labour and no payment is due to CPA for the issuing of licences.

An indirect source of revenue deriving from the stevedoring, on-shore cargo movements and
baggage handling services is a royalty charged by the CPA on the delivery order. Prior to the
delivery of cargo to the consignee, each shipping agent issues a delivery order. When the
order is processed, a royalty on the total value of the cargo on the delivery order is
transferred to the CPA. In addition to this, a surcharge is levied from the delivery order for the
use of the IT system.

2.7.2.2 Charging practices to ship operators at national level

The ports of Cyprus charge dues to cargo owners and ship operators. The following types of
dues are applicable in Cyprus:

1. Port Charges

e General Port Charges for vessels;
e Pilotage charges;

e Towage tariff;

e Berth dues;

e Charges for using CPA cranes;
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6
7
8.
9

Charges for the collection of Garbage;
Charges for the use of special installations at Cyprus Ports for reefer containers;

Charges for using spreaders belonging to CPA excluding the spreaders used by CPA
cranes;

Port Authority overtime charges.

. Customs Charges

. Stevedoring and cargo handling charges;

Stevedoring for dedicated container vessels;
Stevedoring for conventional vessels;

Stevedoring for ro-ro vessels.

. Other General Charges

. Agency and other fees

Agency fees;

Financing charges;
Free in and free out cargoes;
Commissions;

Change of Crew.

. Mooring of Tankers charges

. Supply of Water

Storage charges

. Wharfage dues

10. Charges for the collection of sludge and oil residues.

273

2.7.31

References

Bibliographical references

Cyprus Ports Authority (2005). Annual Report 2003, Nicosia, Cyprus.

Cyprus Port Authority, http://www.cpa.gov.cy

Cyprus Shipping Association, http://www.csa-cy.org

Cyprus Shipping Association (2005). Ports of Cyprus — Tariffs, Charges and General
Information, Limassol, Cyprus.

PUBLIC FINANCING AND CHARGING PRACTICES OF SEAPORTS IN THE EU 131



Country reports for WP | and WP I

European Sea Ports Organisation (2005). Factual Report on the European Port Sector,
Brussel.

European Sea Ports Organisation, http://www.espo.be

2.7.3.2 Interviews

Kofteros, K., Consul, Cyprus Consulate in Rotterdam.
Kouzapas, L., Director, Cyprus Shipping Association.
Kokkinos, Y., General Director, Cyprus Port Authority.

Phellas, D.G., Director finance and Accounting Department, Cyprus Port Authority.

PUBLIC FINANCING AND CHARGING PRACTICES OF SEAPORTS IN THE EU 132



Country reports for WP | and WP I

2.8 Sweden
2.8.1 Work package 1

2.8.1.1 System for public financing of seaports in the Sweden

2.8.1.1.1 Introduction

Sweden has around 50 public seaports and a number of industry-owned wharfs, which
handle nearly 95% of the Swedish foreign trade. During 2003, 29 seaports handled more
than one million tons, and the five largest ones (Gothenburg, Brofjorden, Trelleborg, Lulea
and Malmo) jointly accounted for 48% of the 161.5 million tonnes handled that year.

Other than containers, Gothenburg handles also large quantities of oil and cars. Brofjorden is
the largest oil terminal in Sweden, located in the vicinity of the Scanraff refinery. Trelleborg
sustains large passenger traffic and ro-ro operations, while Lulea is the main port of the
northern region. Its main cargo is iron ore. The port of Malmd is operated by a joint venture
between the ports of Malmé and Copenhagen.

Other important ports are Uddevalla, Wallhamn Varberg and Halmstad, in the West coast;
Helsingborg, Ystad and Karlshamn in the South, and Oxelund, Norrképing and Stockholm in
the East coast. The main cargoes handled are oil, forest products, iron ore and cars.

The following table shows the volumes handled by the main Swedish seaports.

Table 2-61: Volume handled by Swedish ports (*1000 tonnes) - 2003

Seaport Loaded Unloaded Total
Gothenburg 15,534 16,822 32,356
Brofjorden 9,407 10,033 19,440
Trelleborg 5,448 5,208 10,656
Lulea 5,064 2,541 7,605
Malmo 2,896 4,319 7,215
Helsingborg 3,147 3,766 6,913
Oxellund 1,459 3,667 5,126
Stockholm 1,462 3,563 5,025
Karlshamn 2,556 2,040 4,596
Norrképing 1,592 2,520 4,112
Other seaports 24,306 34,104 58,410
Total 72,871 88,583 161,454

Source: Port of Goteborg AB

Swedish ports also support extensive passenger traffic. During 2003, more than 32 million
passengers used the Swedish seaport facilities. As for container traffic, Gothenburg is the
largest Swedish port. In 2003, it handled 634,000 of the 994,000 TEUs passing through the
country’s seaport system.
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2.8.1.1.2 Governance structure

Although the Ministry of Industry, Employment and Communications is responsible for
national transport policy, the country’s seaport system is fairly decentralised. Sweden lacks a
specific port law. Almost all of the seaports are owned by municipalities, and decisions on
organisation, operations and investments are made at local level. This allows intense
competition among ports whose hinterlands overlap.

National transport policies concerning the maritime sector are implemented by the Swedish
Maritime Administration (SMA), a public enterprise governed by the Ministry of Industry,
Employment and Communications. In practice, the SMA fulfils the role of a maritime
authority. It is also responsible for the vessel traffic system, the safety and maintenance of
Swedish fairways as well as for maritime search and rescue and ice breaking.

In Sweden two models of seaport governance co-exist. Around 70% of the seaports are
administered by (totally or partially) municipality-owned corporations referred as “port
companies”, which also provide cargo handling services. In these cases, the port company
may own both the land and the facilities, own the facilities but rent the land, or rent both from
the municipality. The only two cases where the port company also owns the land are
Gothenburg and Trelleborg.

The following figure illustrates this governance model.

Fig. 2-8: Governance structure of the ports of Sweden
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Ship Operators, Cargo Owners

The remaining seaports are operated under a landlord model, where the port authority is part
of the municipal administration and cargo handling services are provided by private
companies. These are Gotland, Hudiksvall, Harnésand, Kalmar, Luled, Lysekils, Norrtalje,
Simrishamn, Skelleftea, Stromstad, Varberg, and Karlskrona.
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In general, port companies operate under market conditions and do not receive any direct
subsidy form the Government or the municipalities. They are subject to the Swedish
Companies Act and, unlike port authorities within municipal administrations, pay taxes as any
private company. However, given the close link between municipalities and port companies,
it cannot be said that the latter are independent from the former. In certain cases, they still
carry out activities inherited from the time they operated as municipal departments. In
Gothenburg, for example, the port company is in charge of maintaining the waterways of
areas where it does not operate. In this case as well as in Trelleborg, it is not clear whether
the price at which the port companies acquired the land reflected market values.

In Sweden, pilotage services are exclusively provided by SMA. This service is compulsory,
but exemptions can be granted in special cases. Tugging, mooring and ancillary services are
provided by private operators, although they may also be provided by the port company or
port authority, as in the port of Lulea, where the port authority supplies tugging services. The
conditions under which private operators use the seaport’s infrastructure to provide these
services are negotiated with the port company or port authority.

Stevedoring services are generally carried out exclusively by the port’s personnel, even in
those cases where a terminal has been leased to an operator under an exclusive basis. This
is the case of the port of Stockholm for ferry operators for example. The exceptions are
certain specialized terminals where the operations of loading and unloading are supervised
by port personnel but performed by the operator’s staff. This is the case of the oil terminals at
Gothenburg, for example.

New port developments must be authorised by the SMA, which will carry out the works
required to alter, modify or expand existing fairways. Depending on the extent of the project,
they might be directly financed by the SMA, or require co-financing from the local port
company or port authority. A formal procedure to deal with the financing of large projects has
not been established yet.

2.8.1.2 The System for Public Financing of Seaports in Sweden

Investments in terminal-related infrastructure are carried out by the port companies. They
have the same options for financing these investments as any private company, plus the
possibility of obtaining a loan directly from the municipality. In Sweden, municipalities are
responsible for financing infrastructure projects of many kinds, for which their subsidiaries
may obtain more favourable conditions in the financial market if the loans are guaranteed by
the City. Responsibility for infrastructure maintenance lies always within the port company.

The financing of suprastructure, such as cranes and warehouses, is the exclusive
responsibility of the port company or port authority, which face market conditions from
financing institutions and equipment suppliers. In those cases where the assets are owned
by a port company or port authority but used by private operators, they are leased under
market conditions.

Investments in protection works are financed and carried out by port companies and port
authorities. The responsibility for maintaining the maritime access within the port area lies
with the port company/port authority. The SMA is responsible for maintaining the maritime
access outside the port area, for which it collects fairways dues. However, in some cases the
port company may contribute part of the costs, as it was done for the enhancement of the
entrance channels to the seaport of Gothenburg.
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The fact that fairway dues are the same for the whole country regardless of location implies
that the SMA cross-subsidises different ports. In fact, the SMA has estimated that the
average fairway infrastructure cost for the port of Trelleborg is SEK 0.10 per ton, while for the
ports in the lake Malaren is SEK 5.00 per ton and for Gothenburg SEK 0.25 per ton.

The SMA also cross-subsidises its services. For example, since pilotage fees do not cover
the cost of providing the service, the gap must be covered with revenues from the other
services it provides.

Access connections to surface networks such as roads and railways are responsibility of the
national rail and road administrations. These agencies finance their investments with
transfers from the general budget.

2.8.1.3 Infrastructure finance in the port of Gothenburg

The port of Gothenburg is located on the mouth of the river Géta, in the Swedish west coast.
The seaport receives annually around 11,000 vessels. In 2003, it handled 33.3 million
tonnes, of which around 53% was oil and 47% general cargo, of which over 90% is unitized,
as shown in the following table.

Table 2-62: Volume handled by at Gothenburg seaport (*1000 tonnes)

Type of cargo 2002 2003
General cargo 15,336 15,867
of which unitized 14,262 14,981
Dry Bulk 152 132
Liquid Bulk 17,868 17,275
Total 32,282 32,356

Source: Port of Goteborg AB

It is worth noting that between 10% and 15% of the general cargo handled at the seaport is
transhipped to other countries. Container handling amounted to 634,000 TEUs during 2003.

The land and facilities (infrastructure and suprastructure) of the Gothenburg seaport are
owned by Goéteborgs Hamn AB, the port company responsible for managing the port. This
company acts both as a port authority and stevedoring company, and is responsible for the
planning, construction and maintenance of the port facilities as well as for navigation aids
and security within the seaport.

Goteborgs Hamn AB also assumes all costs related to infrastructure and suprastructure
within the port. The company finances its investments via own resources and private loans,
although it might receive guarantees from the Municipality if this reduces its financial costs.

Goteborgs Hamn AB is the parent company of a group comprising eight wholly-owned
subsidiaries and 50% of an associated company. Among them, Scanport Insurance Ltd, a
wholly-owned company which insures the seaport’s risks and reinsures them on the
international market.

The following table shows the main financial indicators for Géteborgs Hamn AB.
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Table 2-63: Main financial indicators for Géteborgs Hamn AB (in Millions of
SEK)

2003 2002 2001 2000 1999

Net sales 1,124 1,069 1,023 1,103 1,063
Costs 1,004 945 912 969 921
Operating profit 120 125 112 135 143
Profit after net financial income 94 86 75 104 124

Balance sheet total 2,271 2,263 2,133 1,979 1,896
Investments 135 109 317 168 246

Source: Port of Géteborg AB

The breakdown of the port company’s revenues and costs during 2003 is shown in the
following figures.

Fig. 2-9: Goteborgs Hamn AB: Breakdown of revenues 2003
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Fig. 2-10: Goteborgs Hamn AB: Breakdown of costs 2003.
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The shares of Goteborgs Hamn AB are 100% owned by the City of Gothenburg (Goéteborgs
Stad) through a wholly-owned subsidiary (Goéteborgs Kommunala Fdérvaltnings AB).
However, according to officials from the City of Gothenburg, Géteborgs Hamn AB does not
receive any direct subsidy by the local, regional or central governments.

The City’s credit ratings issued by Moody’'s and Standard & Poor's cover also its
subsidiaries, but each municipal company determines what interest rate risk is acceptable
according to its own circumstances. In addition, the City of Gothenburg guarantees certain
loans for its subsidiaries according to its finance policy. In the particular case of Gothenburg
seaport, the guarantees issued by the City in favour of Géteborgs Hamn AB amounted to
SEK 977 million at the end of 2003. In this case however the port company financially
compensates the City for the extra risk involved.

During 2003, two main projects were undertaken. The first one was the deepening, widening
and straightening out of the fairways into the seaport of Gothenburg, run by the SMA under
the wider “Safer Fairways Project”. The phase I, culminated during 2004, had a cost of
approximately SEK 540 million, of which Géteborgs Hamn AB contributed 28% of the total.
The rest was covered by the SMA.

The second main project was the reinforcement and rebuilding of 500 metres of quayside for
container ships with a draught of 13 metres, plus five hectares of the adjacent terminal. This
project, part of an agreement with the SMA, has a budget of approximately SEK 400 million
and is expected to be finished by the end of 2005.
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In addition, in December 2004, the port company’s Board of Directors authorised an
investment of SEK 250 million in three super-panamax cranes. This equipment is expected
to be on service in 2006.

The following table shows an overview of responsibilities within the port of Gothenburg.

Table 2-64: Port investment responsibilities for the port of Gothenburg
Category Element Responsibility
Land Development of new port areas Integrated Port Company
development
Maritime Capital dredging SMA
infrastructure Sea locks, dams & exterior breakwaters Integrated Port Company
VTS/Radar SMA
Light buoys & navigational aids Integrated Port Company
within the port
SMA outside the port
Port Land reclamation Integrated Port Company
infrastructure Internal locks, Docks, quays, Light buoys & | Integrated Port Company
navigational aids, River berth & harbour basin
dredging
Port Pavements, Warehouses, sheds, Cranes and | Integrated Port Company
superstructure gantries, Link-spans, pontoons, Terminal and

office buildings, Leasing/renting

Public utilities

Fire fighting, Police, Pollution Control

Municipality /SMA

Infrastructure Railways in area National Rail Administration

links Roads in area, National road administration
Canals in area SMA

Port Maritime infrastructure maintenance Integrated Port Company

maintenance within the port
SMA outside the port

Integrated Port Company

Maintenance  of port infrastructure  and

superstructure

Port services Cargo handling

Ancillary services

Integrated Port Company
Private

Source: Compiled by the authors on various sources

2.8.2 Work package 2

2.8.2.1 Charging practises of seaports

This section describes the structure of the revenues collected to repay the funds used to
develop and operate the seaport infrastructure and superstructure at a national level.

2.8.2.1.1 Charging practises related to port operators at national level

Given that in Sweden the port system is decentralized, the charging practices to operators
vary from port to port. In Gothenburg, for example, terminals operated by the ferry operator
Stena Line are leased from the port company until the year 2014. However, since the lots
have special site-leasehold rights, the city is the contract holder. In Sweden, these site-
leasehold rights can only be offered by a municipality and for a maximum of 49 years. The
contract is structured in such a way that the fees are mostly paid via vessel charges.
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In the same port, however, the terminal operated by the ferry line DFDS Seaways is owned
by the company Gdéteborgs Frihamns AB, a company 50% owned by Goéteborgs Hamn AB
(the port company). Géteborgs Hamn AB leases the terminal from its subsidiary and leases it
again to DFDS Seaways.

The land where Gothenburg’s oil terminal was built is owned by the port company, although
the City is the contractor. Oil companies lease their terminals for different periods of time,
usually 5 years. In those cases 80% of the fees are transferred from the City to the port
company. Although the conditions vary, the fees are usually paid per m?.

2.8.2.1.2 Charging practises related to ship operators at national level

The fees charged to ship operators in Sweden can be broken down into fairways and
pilotage dues levied by the SMA, and port dues. Fairway dues are based on the vessel's
gross tonnage and they are differentiated according to the type of vessels and their sulphur
and nitrogen oxide emissions.

For passenger vessels, the dues are set a SEK 1.80 per unit of gross tonnage. For cruise
ships, dues will be levied as of 2006, starting at SEK 0.50 per unit of gross tonnage and
increasing to SEK 1.00 from 2007 onwards. For cargo vessels, the dues are set at SEK 2.20
for oil tankers and SEK 2.05 per unit of gross tonnage for other vessels.

Vessels are offered a discount if the emissions of nitrogen oxides are below 10 grams per
kWh. An additional discount will be granted if the sulphur content of bunker fuel is below
0.5% for passenger ships and below 1% for other ships. The number of calls subject to
fairway dues is set at a maximum of five calls per month for passenger vessels and two calls
for other types of vessels.

Pilotage dues are based on the size of the ship, computed on the basis of gross tonnage and
distance piloted. Mainly for safety reasons, pilotage dues are kept fairly low by international
comparison; cost recovery is approximately no more than 35%. The deficit is covered by
fairway dues.

Port companies and port authorities charge fees for the services they provide, dues for
infrastructure use, and fairways dues for the use of fairway infrastructure inside the port area.
In the case of port companies, customers pay dues according to commercial agreements
covering both fees and dues. Apart from cargo handling, these services may include storage
and other services such as clearance and forwarding. Each port company has a stipulated
tariff which is usually not used.
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29 Germany
291 The Framework situation for German ports

Port organisation

In Germany exist various types of ports that can be differentiated as follows:

- ports that belong to a Land and a municipality (for example, city states like Bremen and
Hamburg)

- ports that belong to a municipality (for example, Kiel, Flensburg, Wolgast)
- ports belonging to a Land and partially to a municipality (for example, Wilhelmshaven)
- Ports belonging to a limited company (for example, Wismar, Rostock, Sassnitz/Mukran)

- Ports belonging to a private company (for example, Nordenham, various seaports in
Niedersachsen like Emden, Cuxhaven)

The majority of German seaports are not independent entities — neither legal nor economical.
The land and water surfaces generally belong to the territorial authorities. There are no port
authorities that cover all the public functions concerning the port. These functions are carried
out by various departments of territorial authorities belonging to municipal or/and Federal
administration. However, the situation regarding the allocation of responsibilities has partly
started to change in the last years.

In Bremen, the bremenports GmbH was founded in 2002 taking over responsibilities from the
City of Bremen. Since then, bremenports manages the seaports of Bremen and
Bremerhaven on behalf of the Free Hanseatic City of Bremen [municipality] (see WP Ib).

In 2004, there was the privatisation of seaports in Lower Saxony (Niedersachsen) by
founding the Niedersachsen Ports GmbH und Co. KG (NPorts). This company has the legal
form of a limited partnership, the State is the only partner and holds the total of the shares of
the limited company that acts as the managing partner. NPorts is responsible for the
operation of all seaports along the coast of Niedersachsen and became operational in
January 2005.

In Hamburg the port related tasks of the State Ministry of Economic Affairs and of the
Ministry of Finance have been merged and assigned to a port authority as a separate legal
entity outside the City States administration. The Hamburg Port Authority (HPA) will be
officially operating from 1. October 2005 (see WP Ib).

The privatisation of ports has started to change the role of the State from directly being
involved into port operation to a more supervising, monitoring and steering function. It is the
intention to reach more flexibility in decision making and that ports can faster react on market
requirements. Furthermore, the operation of ports by a private body will achieve better
economic results leading to reduction of public investments.

In general, public authorities have no special committees for port affairs, their activity is
subject exclusively to general parliamentary supervision. In some institutions, e. g. in the
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Chambers of Commerce and Industry, port committees were established, but they have just
an advisory function.

Organisation of Port Services

In addition to the provision of basic infrastructure for the transfer of goods and passengers
between sea and land, there exist a variety of services provided by different agents at port,
some of them may even be located outside the port area. These services cover all activities
related to the connection between port users and the port (services to ships, to cargo and to
passengers).

In Germany there is a strict separation between official and market oriented services, so port
authorities do not in any way provide port services, this is exclusively located in the private
sector. Furthermore, the number of service providers is not limited in German ports.

The main cargo handling services are forwarding, transhipment, stevedoring, cargo
inspection, storage, packaging, container stuffing and stripping, distribution to terminals of
consolidated export cargo and transport of other sea freight by lighters or lorries. Like
workers employed outside ports, all workers in German ports enjoy the same status under
the labour and welfare laws, even workers from companies whose main activity revolves
around cargo handling have no special status. The wages are fixed in the form of national
collective agreements. Salaries for public service staff are fixed by legislation on a standard
national basis. The Port Administration may not act according to their own discretion. One
special feature of the organisation of dock labour is the so-called institution of
“Gesamthafenbetrieb” (pool) that have been created and finances by individual port
undertakings and supplies additional dockers when required. These dockers are also
covered by permanent working conditions and regular payment. A service of the federal
administration enables the dock undertakings to engage temporary personnel from those
notified as being out of work at the labour exchange. With regard to training and education of
port employees, this is organised by private port companies, in Hamburg and Bremen port
enterprises and unions have established a joint Dockworker Training School.

Concerning the organisation of technical-nautical services for towage and mooring the
private sector is responsible. Another situation exists with respect to pilotage. The pilotage
on sea access channels concerns the pilot associations that are public corporations under
supervision of the Federal Government. Regarding port pilotage the respective territorial
authority is responsible. In Hamburg and Bremen/Bremerhaven pilotage will be done by a
pilot association under the control of the local harbour master. In the ports of Mecklenburg-
Vorpommern services of pilotage are based upon a contract with the Federal Government,
indicating that ships are piloted from the sea pilot to the berth.

With regard to the organisation of control operations like traffic control, regulation of goods
handling, environmental inspections, safety and security, in Mecklenburg-Vorpommern,
Niedersachsen and Schleswig-Holstein the police forces are concerned with traffic control.
The terminal operators are responsible for the regulation of handling goods, the respective
Ministries of Environment for environmental inspections and the water police and port
authority for safety. Regarding security the DA (Designated Authority) is responsible.

The organisation of subsidiary port services like water supply, bunkering and waste reception
facilities is done in Mecklenburg-Vorpommern, Niedersachsen, Schleswig-Holstein as well as
in Hamburg und Bremen by the private sector within the legal requirements.
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2.9.2 Workpackage | — Public financing of seaports

2.9.2.1 Workpackage la — Systems for public financings

In Germany, the basic principle is applied that the public hand is responsible for the financing
of the whole infrastructure, i.e. the public or general infrastructure and the user-specific
infrastructure.

The public infrastructure comprises construction and maintenance of all elements of the
public transportation systems within the port area and the links to the national and
international hinterland connections like

natural and artificial waterways with sea side access,

connections to inland waterways

- port basins, including moles and locks and

- traffic safety facilities, i.e. radar, lighthouses, and other navigation aids
- roads,

- railway constructions

- and facilities for safety, flood and environment protection (incl. additional measures to
protect quays against flood as well as dredging and treatment and storing of dredged
material.

Additionally, the supply of transportation routes and service pipes bordering commercial used
areas as well as traffic areas for rolling traffic in ferry ports belong to the public infrastructure.

The user specific or terminal-related infrastructure comprises
- the provision of land ready for building, incl. breaking up of present buildings and

- the provision of quay walls and similar constructions for the same purpose which form an
integral part for the usability of a territory at navigable water.

It has to be stated that the public hand is to be differentiated in a national and a regional level
(‘Bundeslander’). The National or Federal Government is responsible for the land and sea-
side access infrastructure (e.g. under the Federal Trunk Road Act
[Bundesfernstrassengesetz]) while the Regional Governments or Federal States
(‘Bundeslander’) are responsible for the infrastructure in the port area. The National or
Federal Government does not own any commercial port does it operate any. The only port in
which the Federal Government had a 50% share was the Port of Libeck but this
shareholding was returned in the beginning of 1999.

The following table gives a survey about the financing responsibilities among national
government, federal states (‘Bundeslander’) and the private sector.

PUBLIC FINANCING AND CHARGING PRACTICES OF SEAPORTS IN THE EU 145



Country reports for WP | and WP I

Table 2-65: Financing responsibilities among national government, federal
states (‘Bundeslédnder’) and the private sector
GERMANY Cost of investment Cost of maintenance Remarks
Maritime access 100 % State outside port | 100 % State outside port State = Federal
(sea locks and | 100 % P.A. inside port 100 % P.A. inside port Government
channels) P.A. = relevant

territorial authority

Coastal defence and
exterior breakwaters

100 % State outside port

100 % P.A. inside port

100 % State outside port
100 % P.A. inside port

Idem

Land access (rail and | 100 % State outside port | 100 % State outside port Idem

road network) 100 % P.A. inside port 100 % P.A. inside port

Lights, buoys and|100 % State outside port | 100 % State outside port Idem

navigational aids 100 % P.A. inside port 100 % P.A. inside port

Quays, docks and P.A. = relevant
jetties 100 % P.A. 100 % P.A. territorial authority
Superstructure 100 % Private sector 100 % Private sector

Source: ESPO - Factual Report on the European Port Sector, Brussels, 2005

Unlike these two above explained forms of infrastructure, the suprastructure is exclusively
provided and operated by private companies — without any public aid. Suprastructure
investments serve the operational business of a terminal operator. Essential parts of the
suprastructures are terminal paving / surface finishing, premises, Equipment for cargo
handling and transportation routes and service pipes at the terminal area. Consequently,
construction, financing and maintenance are economically to be allocated to the user, i.e. the
terminal operator.

It is important to know that German port administrations have up to now no own budgets for
infrastructure investments and also no profit-loss account. All public expenditures and
incomes for the ports have to be decided by the individual parliaments. In general, these
approved public means flow as direct investments into the respective port.

A specific feature is the allocation of funds out of the ‘Landerfinanzausgleich’ (LFA) which is
a financial tool to balance out economic inequalities among the Federal States. Here, due to
the fact that ports are important interfaces for the German economy, the Federal States
(‘Bundeslander’) Bremen, Hamburg, Mecklenburg-Vorpommern, Niedersachsen and
Schleswig-Holstein receive annually a total amount of 38,346,000 EUR financial support.®®
This payment out of the LFA is a contriution of non-coastal ‘Bundeslander’ to the cost of the
coastal ‘Bundeslander’ for building and maintaining the necessary port infrastructures. The
payment is scheduled for a period from 2005 to 2019 and is consequently intended to be
used for important investments in ports, especially for the improvement of the economic
infrastructure of seaports, for the construction and development of port installation, traffic
roads and public traffic areas. The annual distribution between the coastal Federal States is
determined as follows:

38 Source: ESPO, Factual Report — Financing and Charging, March 2005, Brussels.
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- Bremen 10,737,000 EUR
- Hamburg 20,963,000 EUR
- Mecklenburg-Vorpommern 2,556,000 EUR
- Niedersachsen 2,045,000 EUR
- Schleswig-Holstein 2,045,000 EUR

Furthermore, there is a special federal funding programme to promote intermodal transport
that is also applicable in ports, whereas terminals are built by private undertakings. For
example, in Hamburg some terminals got public funding out of this programme. In the Baltic
a special funding programme from 2000, financed by the EU (EFRE) exists, in Schleswig-
Holstein some municipal ports got public funding out of this programme.

2.9.2.2 Workpackage Ib — Public financing for Hamburg and Bremerhaven

2.9.2.21 Port of Hamburg

As described in WP Ia, the expenditures and incomes for the German ports have to be
decided by the individual parliaments. In the case of Hamburg the Port Development Law
from 1982 has been the basis for the parliamentarian decisions. However, for the Port of
Hamburg a significant structural change will come into force which is decisive for the in this
report analysed issue of financing. As from 1. October 2005 in Hamburg the port related
departments of the State Ministry of Economic and Labour and of the Ministry of Finance will
be merged and assigned to the Hamburg Port Authority (HPA) as a separate legal entity
outside the City States administration with own budget resources.

The three most essential aims leading to the foundation of the HPA are:

- application of business principles, i.e. market-driven and transparent regulation of
port costs and port investments through direct allocation of revenues and expenses in
the port with an independent budget;

- higher efficiency in organisation, i.e. customer-oriented bundling of all public tasks
within a port, increased economic efficiency through optimisation of time and effort;

- higher flexibility, i.e. faster project financing and demand conform realisation of
projects supported to the possibility of raising of credits.

The HPA will act the central contact partner for all questions related to the infrastructure and
the commercial framework in th Port of Hamburg.

Within the former organisation structure, the act of disposal for the port area as one of the
most important port development resources was within the administration for real estates as
a department of the Ministry for Finance in the Federal State of Hamburg. As a result of the
transfer of ownership of the port real estates to the HAP, the port authority will receive a
more proactive leeway.

All real estates in the Port of Hamburg and also other assets within the port area will be
subrogated to the HPA. The HPA will show on its opening balance sheet a capital asset of
about 860 Mio. €. The management of port spaces and infrastructures in one hand will allow
a fast and port oriented preparation and placing. Through the registration and administration
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of all existing and potential free spaces it will be possible for the HPA to react on short and
mid-term driven demands for port spaces while considering at the same time the strategic
direction of the Port of Hamburg.

The disentanglement of the HPA out of the public budget and the introduction of an own
budget will lead to an allocation of port revenues to port specific projects. Moreover, the HPA
will have the alternative to borrow additional credits if necessary.

The HPA will be lead according to commercial principles, i.e. billing and annual accounts
follow commercial laws. Any existing cooperations with other administration will be replaced
by agreed services on a contractual basis.

Additionally to its own revenues, HPA has public means for investments in the public /
general infrastructures. In the budget plan of the Free and Hanseatic City of Hamburg about
700 Mio. € have been calculated for the period between 2005 and 2009 in order to realise
the necessary infrastructural needs for the further development of the Port of Hamburg.
Moreover, the HPA has the right to speed up essential and short-term investments with a
pre-financing through borrowing credits. Particularly this fact offers additional entrepreneurial
fields of activities for the HPA.

In Hamburg, the HPA differentiates the infrastructure in user-related and in general
infrastructure (similar to the definition in workpackage la whereby general infrastructure and
public infrastructure mean the same).

The user-related infrastructure is financed by the Port Authority HPA by revenues through
renting/leasing of spaces and quays to port companies while the general infrastructure is
financed through port dues, public means from the City of Hamburg and expense allowances
paid by public administrations.®

For the requested year 2003, the budget for the port infrastructure measures in Hamburg
amounted to 88 million EUR. It has to be stated that no split into the general or public
infrastructure and in the terminal-related or user-specific infrastructure is available but it is
assumed that these 88 million EUR refer merely to the general or public infrastructure.

2.9.2.2.2 Port of Bremerhaven

In Bremen, the company bremenports GmbH & Co. KG - founded in 2001, starting operation
in 2002 - provides infrastructure services for the port group of Bremen and Bremerhaven.
The company has the legal form of "GmbH & Co. KG", a limited commercial partnership with
a limited liability company as the general partner, i.e.

Limited Partner: Free Hanseatic City of Bremen (Municipality)
General partner: bremenports Beteiligungs GmbH
Management head office:  Bremerhaven

Branch offices: Bremen

Workforce: approx. 420

9 Expense allowances paid by public administrations means e.g. public flood protection or servicing of vessels of water police.
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However, contrary to the HPA in Hamburg it must be stated that the ownership of the port
spaces has remained with the Free Hanseatic City of Bremen, i.e. bremenports provides
services for the Municipality (i.e. for the Federal State / Bundesland of Bremen). The port
spaces continue to belong to the special assets of the Federal State of Bremen.

Being the first private Port Management Enterprise in a German universal port, the company
handles all aspects of port development, expansion, building, constructing, maintenance of
the infrastructure, harbour dues and promotion of the Ports of Bremen and Bremerhaven,
including numerous service offers like port telematics but without functions of the harbour
master and a shipping office.

An essential task of bremenports is the planning and construction within the Ports of Bremen.
As al other seaports also the Ports of Bremen want to remain competitive in the international
marketplace over the long term and must therefore continually adapt their capacity and
infrastructure to the changing demands of the market. Construction projects and the
expansion of port facilities are long term tasks requiring substantial investments.

Approval planning and project management of such complex port construction projects are
part of bremenports’ core expertise. The continual expansion of the ports is an assignment
that necessitates a comprehensive view of the overall port complex. In addition to traditional
construction engineering, this increasingly also includes tasks such as:

- port master planning and development

- port strategy

- approval planning

- technical and environmental research

- project management

- environmental management and compensation measures
- investment financing

Alongside other plans aimed at improving port access and functionality, port development
currently focuses on major projects such as expansion of the Container-Terminal and
Kaiserschleuse lock in Bremerhaven, and the development of an Automobile Transhipment
Master Plan.

The clear responsibilities and lean structures ensure a uniform procedure at both locations
thus providing flexibility, effectiveness and transparency. As a Private-Sector organisation
acting as a management company on behalf of the Free Hanseatic City of Bremen,
bremenports markets their services outside Bremen state borders, for example in the
construction and operation of the new deepwater port in WilhelImshaven, in which several
German Federal States are involved.

A further crucial tasks for the bremenports is the building and maintenance of the port
infrastructure.

Harbours consist of water deep enough for ocean-going vessels, quays and transport areas,
plus the related plant and equipment. Together, these make up the port infrastructure.

In Bremen / Bremerhaven this includes:
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e 49 km of quays 75 km roads and canals
e 250 km port railway tracks

e 65 bridges

e 166 buildings

e 6 locks

e 10 km dykes

The Bremen seaports have also their own railway with more than 250 kilometres of track.
Back in the 19th century, Europahafen in the City of Bremen was the first port in the world to
have its own railway terminal. Today the rail facilities await a number of improvements and
modifications, including the dismantling of tracks which are no longer needed.

For the near future, bremenports is also planning the construction of new rail facilities in the
following areas:

e "Overseas City" (by 2010)

e Cargo consolidation and distribution park (GVZ)
e Hemelingen industrial park

e Container-Terminal 4

Additionally, the system operation and maintenance have to be guaranteed as part of the
tasks of the new port authority. Since many of the port facilities have to be in operation
around the clock, bremenports employees operate and supervise six locks, eleven moveable
bridges, two flood barriers, numerous pumps and water valves, two small and three large
firefighting systems, two electrical power and lighting grids, telecommunications and
technical equipment for the various buildings. These and other facilities must be regularly
inspected, maintained and repaired, which calls for a variety of special-purpose vehicles and
floating equipment.

In order to maintain port facilities at a high technical and cost-effective level, bremenports
ensures ongoing modernization of important components of the port infrastructure. One of
the main items in that respect are the locks which enable ships to reach the port regardless
of tidal conditions.

Some important measures recently completed:

e Upgrade of the communication and signal networks for supervision and remote
operation of locks and bridges,

e Modernization of the power supply and control equipment in the areas around
Nordschleuse lock and the swing bridge in Bremerhaven,

¢ Overhaul of lock gates (Nordschleuse, Fischereihafenschleuse),
e Overhaul of the undercarriage for the outer gates of the Oslebshauser lock.

As described in WP la, the expenditures and incomes for the German ports have to be
decided by the individual parliaments. In the case of Bremen, the Constitution (Art. 38), the
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relevant Ministries and the Bremen budget law are the basis for the parliamentarian
decisions.

Again here, the port infrastructure is to be differentiated in general or public infrastructure
and user-related infrastructure — following the same definition as under workpackage la and
as given in the chapter about the Port of Hamburg. The public infrastructure is considered as
part of the general development of industrial or commercial areas — similar to the
development of commercial areas outside ports.

The budget for general port infrastructure ran up to a budget of 57.7 million € in 2003 -
financed out of the budget of the Federal State of Bremen. Public investments in quay walls
amounted to 58,6 million € in 2003 — representing 100% of the financing of quay walls. No
public investments were made in land reclaiming in 2003.

29.3 Charging practises of seaports

2.9.3.1 Workpackage lla — Charging practises related to port operators

According to the German law, the Federal States are free to decide about the charging for
the use of the public / general infrastructure and the terminal-related infrastructure.

Given the demand elasticity and the exchangeability of ports, appropriate investments should
be applied by the Federal States which lead to cost coverage by market oriented port dues.

With respect to the calculation of cost coverage it has to be taken into account that several
sovereign duties are not to be included in a profit-loss account of the public hand — and
therefore not allocated to dues that are to be paid by private companies. As described
already before, the general or public infrastructure is part of the general development of
industrial or commercial areas — like the development of commercial areas outside ports.
Additionally, it has to be considered that the share of industry in a port area differs from port
to port. Rents paid by industry companies might lead to compensations of losses out of the
actual port business. Hence, charging practises refer to terminal-related infrastructures as
they are directly used by terminal operators for carrying their business.

With regard to rents and leases of land space/areas and quay walls the areas are in general
made available by the port owners in Bremen, Schleswig-Holstein, Mecklenburg-
Vorpommern and Niedersachsen on a long-term contractual basis.

In the port of Hamburg the land lease contracts last about 30 years and the sites and quay
will be rented from the city. The level of rent is determined for 5 years, and depends on the
quality of the site (water interface, water depth, rail connection) or the quality of the quay
walls. Similar to Hamburg, the negotiation on rents takes place also in Bremerhaven every
five year.

In the ports of Schleswig-Holstein, Mecklenburg-Vorpommern, Niedersachsen the
investments into port superstructure are generally done by the private sector. In Schleswig-
Holstein the ports themselves could also be owner of parts of the superstructure, e.g. of
passenger terminals or handling equipment. Based on market prices the terminal offices are
leased out to carriers, forwarders, agents, authorities etc. The rent for cranes is based on
tariffs. The port owner provides IT infrastructure against payment.
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Terminal offices leased out to based on market prices, rent for cranes is per tariff. Port owner
provides IT infrastructure, e.g. to port authority against payment. In general, the port raises
charges for use of harbour by ships (Harbour Tariff) and use of facilities administrated by port
owner (Quay tariff).

2.9.3.2 Workpackage lla — Charging practises related to vessel operators

According to the user-pay-principle, port charges are to be paid by ship operators for using
the terminal infrastructure, i.e. quay and jetties (demurrage for mooring and berthing) and
port dues are to be paid for using the access infrastructure of the port, e.g. navigational aids,
port access channels and turning basins.

Port dues are the charges on vessels for the use of the access infrastructure of a port.
Responsible for the port dues is the respective territorial authority which means that the dues
are fixed by regulations. In general this charge is based on gross tonnage and demurrage.
More specific the criteria needed for the determination of dues include gross tonnage, in
case of passenger ships sometimes additionally the number of passengers
embarking/disembarking, geographical area covered on voyage and the type of freight.
Except Bremen and Hamburg, the wharfage — the weight of goods loaded and unloaded — is
used for calculating the charge.

In case the turnaround time of a ship exceed the number of lay days covered by the port due
or no gross tonnage charge is required under the regulations, the demurrage is charged,
referring to the number of lay days and the gross tonnage of seagoing vessels, the carrying
capacity of inland waterway vessels or the area of water taken up by floats and floating
equipment. Furthermore, there exist several additional port-related dues like harbour pilotage
fee, anchorage for the use of public anchoring facilities, fees for making special use of areas
of land or water dedicated to public traffic, fee for the use of public storage areas on land,
bridge and lock tolls.

In Hamburg, the port dues are determined by a regulation of the Hamburg government.
These dues are not negotiable, but under certain conditions the regulation allows rebates to
cruise liners and cargo vessels sailing on regular liner routes, depending on the number of
calls.

Similar regulations for tariff rebates apply to Bremen/Bremerhaven and Schleswig-Holstein.
This was also true in Niedersachsen, before the State-owned ports were privatised. After the
privatisation these ports receive the revenues from land leases and port charges as income,
the ports act — like any private enterprise — financially autonomously on the basis of the
respective commercial accounting rules.

Furthermore, in ports of Schleswig-Holstein and Niedersachsen rebates can be guaranteed
for environmental or safety purposes on waste disposal dues relevant for vessels which have
suitable technical equipment for separation and/or prevention of waste.
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210 United Kingdom

2.10.1 Introduction and methodology

Most of the major seaports in the United Kingdom have been transferred from public to
private ownership over the last 20 years or so. However, the UK-specific trust port model
also exists in some ports and port areas, often alongside private ports, and this can lead to
some confusion. Trust ports are autonomous self-financing user-oriented bodies, but should
not be confused with public ports, which they are not.

In total five ports (or rather port areas) have been surveyed for this study, these being
London, Liverpool, Felixstowe, Southampton, and Grimsby & Immingham. These five ports
are all in the top-7 UK port list by tonnage, and they include the most significant container
ports in the UK.

Maijor difficulties were experienced in obtaining the necessary financial data from the UK
ports surveyed. Private ports refused to disaggregate their income data by the categories
required. It was therefore not possible to break down incomes for each port. However, more
success was achieved in terms of analysing expenditure for each the different investment
categories, though again there are some limitations as to this information, and some
aggregation has been necessary.

Of course, any analysis of public funding for major ports in the UK is rather eased somewhat
by the simple fact that there is no government funding for such ports in the UK, and therefore
all expenditure has to be privately financed and must therefore be fully recovered from user
charges. This factor tends to diminish the need (if it were possible) for disagreggation of port
revenues.

With regard to methodology, the sources of data presented here are as follows:

e Spreadsheet and covering letter sent to ports, showing the categories of expenditure
and income required to be broken down;

e FAME - Financial Analysis Made Easy, for access to company accounts (more useful
for individual terminal operators than ports per se);

¢ Analysis of each port company’s published financial accounts (as noted above these
tend to be consolidated accounts and for larger port groups common to the UK they
do not separate income and expense by port);

¢ Interviews with UK Major Ports Group (UKMPG) and British Ports Association (BPA)
— a request was made for support from both groups, which was readily forthcoming,
to request their port members to supply information. However, in practice the ports
refused to provide sufficiently detailed information;

e Direct contact with ports (private and trust) — this allowed the researchers to obtain
some more detailed information on capital expenditure for each port for 2003, though
again the data on income was not readily forthcoming;

¢ Direct contact with other agencies: Highways Agency; Strategic Rail Authority; Trinity
House (lighthouses and aids to navigation);
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e Fairplay Ports Database, for port technical data on facilities, quays etc.;

e Various industry journals, including Lloyds List, Containerisation International, and
Cargo Systems etc. — the latter especially useful for obtaining details of previous port
development schemes and investments as well as details of future expansion plans.

The structure of this UK major ports analysis follows on from the structure and series of
questions issued by Erasmus University as part of this study in its evaluation of port financing
and charging practices in other countries. This approach follows a logical sequence of
questions as follows:

Objective 1: To define the port under analysis and its characteristics
Objective 2: To understand the governance structure of the port
Objective 3: To identify the financial responsibilities for investment in the seaport

Objective 4: To identify the financing structure and the conditions under which the
responsible parties provide finance for investments in the port and to establish if these
structures and conditions are similar to those of the market

Objective 5: To identify specific financial figures for the investment carried out by the port
authority in the port

Objective 6: To identify specific financial figures for the investment carried out by the public
sector in the port

Objective 7: To identify forms of public aid in the ports sector
Objective 8: To investigate the structure of the revenues collected to repay the funds

A conclusions section provides a summary of the findings based on the above structured
approach. Annex | provides a list of contacts and interviewees. Annex Il contains a more
comprehensive list of the many privately owned wharves located along the River Thames in
London.

210.2 Southampton

2.10.2.1 Characteristics of the port
Objective: To define the port under analysis and its characteristics
a) Description of the area for which the port is responsible

Southampton is located close to the English Channel, 123km south of London. Facilities
comprise 2 dock basins and extensive river quays providing a total berthage in excess of
12km. Accommodation exists for a wide variety of vessels including bulk, Ro-Ro, container,
passenger and general cargo ships. Tanker facilities are available at the Fawley Oil Terminal
(operated by Esso) and at BP Oil, Hamble. Southampton is recognised as the main UK port
for passenger liners and is home to Cunard's flagship "Queen Mary 2" and P&O Cruise's
entire UK cruise fleet. The largest vessel handled is the "Hellespont Grand", 422,000dwt. At
the Fawley Shell refinery, size of vessel is restricted to max draft, and this facility frequently
handles part laden VLCCs and ULCCs.
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The seaward limit of the port is bounded by a line joining Stansore Point (50°47'N 001°20'W)
and Egypt Point, 1.5nm SE, then along the N limit of Cowes Harbour and then by a line
joining Old Castle Point (50°46'N 001°16'W) and a position on the mainland 0.05nm SE of
Hillhead Beacon. The northern limits lie at Woodmill (50°46'N 001°22'W) on River Itchen and
at Redbridge (50°55'N 001°28'W) on the River Test, but excluding the River Hamble.

The main approach to Southampton Water lies through the Western Approach Channel,
which can be entered either from the west part of the Solent or from the east part of the
Solent. It can also be approached through north Channel, a subsidiary channel for light draft
vessels. Channels up Southampton Water to The Docks are dredged to a depth of 12.6m.

b) Type of commodities handled

Main cargoes include oil products, trade cars, containers, plus passengers from cruise ships
and local ferries (Isle of Wight and Hythe).

c) Size and type of infrastructures and terminals

Facilities comprise 2 dock basins and extensive river quays providing a total berthage in
excess of 12km. Accommodation exists for a wide variety of vessels including bulk, Ro-Ro,
container, passenger and general cargo ships. The container terminal has some 1,350m
quay length, 72.8 ha of storage area, with 11 post-Panamax cranes and 91 straddle carriers.
Tanker facilities are available at the Fawley Oil Terminal (operated by Esso) and at BP Oil,
Hamble. There are two passenger terminals, both having been extensively refurbished over
recent years.

d) Annual throughput

Total cargo handled in 2003 amounted to 35.8 million tonnes, equivalent to 6.4% of UK port
traffic and making Southampton the UK’s fifth largest port in terms of tonnage. Oil products
accounted for 24.3 million tonnes (68%), with containers accounting for 7.3 million tonnes
(20%) — just under 1.4 million teu (849,000 units) were handled in 2003. Southampton is the
UK’s fifth largest oil port (9.8% share) and second largest container port after Felixstowe
(18.7% share).

In addition, almost 700,000 trade cars were handled, making Southampton the largest trade
car port in the UK. Southampton is also the largest cruise ship port in the UK, with 434,000
cruise passengers (62% of UK cruise ship passengers). The local Red Funnel ferry links
between Southampton and the Isle of Wight transported 2.8 million passengers, 430,000
cars, and 85,000 trailers in 2003.

e) Operating under private or public law

Southampton is a privately owned port, and subject to requirements laid down by the
Companies Act and other legislation governing general business activities. However, the
following Acts of Parliament governs procedure with respect to port operations:

. Harbours, Docks and Piers Clause Act 1847
e Merchant Shipping Act 1894
e Dangerous Vessel Act 1985

e Dangerous Substances in Harbour Areas Regulations 1987
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¢  Merchant Shipping (Tankers)(EEC Requirements) Regulations 1981
e  Merchant Shipping and Marine Safety Act 1997

e  Merchant Shipping (Oil Pollution Preparedness, Response and Co-operations
Convention) Regulations 1998

e Pilotage Act 1987

e  Merchant Shipping Act 1984 (Local Lighthouse Authority)

e Prevention of Oil Pollution Act 1971

e Merchant Shipping (Port Waste Reception Facilities) Regulations 1997

e Food and Environment Act 1985Merchant Shipping (Weighing of Goods
Vehicles and other Cargo) Regulations 1988

e Docks Regulation 1988
e Health and Safety at Work Act 1974

e International Convention for the Prevention of Pollution from Ships 1973 as
Modified by its Protocol 1978 (MARPOL 73/78)

e Port Marine Safety Code
¢ International Ship and Port Facility Security Code (ISPS)

ABP is the ‘Competent Harbour Authority’ and as such are responsible for safety and
navigation within the port’s area of jurisdiction, including provision of Vessel Traffic Services
(VTS) and Pilotage, as well as maintaining safe navigation channels.

f) Port authority ownership

The Port of Southampton is owned by Associated British Ports Holdings plc (ABP), which is a
public limited company listed on the London Stock Exchange, and a FTSE 250 company with
a market capitalisation of around €2.16 billion. ABP owns a total of 21 UK ports, together with
other transport-related businesses that constitute the ABPH Group. As a whole, ABP ports
handle approximately a quarter of the UK’s entire seaborne trade.

2.10.2.2 Governance structure of the port under analysis
Objective: To understand the governance structure of the port
a) Roles of the Ministry, city and port authority

The Department for Transport (DfT) sets policy for ports in the UK; however, there is no
financial support available from national government for port developments. National
government interest is more associated with the enforcement of regulatory, health and
safety, and security matters (e.g. via government agencies such as the Health & Safety
Executive, Maritime & Coastguard Agency, and HM Customs & Excise). Within the port, ABP
also has statutory responsibilities as the competent harbour authority, most of which were
transferred from its state-owned predecessor at the time of privatisation in 1983.
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Local government (Southampton City Council and Hampshire County Council) provide no
financial support for port investments, and have no involvement in the port in any operational
or strategic management respects. The local authorities do nevertheless have a role in terms
of planning matters, although for major planning deliberations the DfT has a more prominent
role (e.g. the Minister deciding on largescale planning applications, such as the Dibden Bay
project, which was refused after a lengthy public inquiry).

With respect to land access, ABP works with the local authorities and national agencies (DfT
Highways Agency, as well as the Strategic Rail Authority) to ensure adequate connections
are provided and maintained to/from the port.

b) Boundaries between port and maritime administrations

ABP is responsible for all investments (infrastructure and superstructure) made within the
port area. The UK government has no specific or comprehensive ‘maritime administration’ as
such, with shipping and port matters subsumed within DfT.

c) Port governance model

ABP is essentially a private port owner/port authority employing a landlord approach with
regard to port operations. Thus, most of the terminal operations and activities within the port
are undertaken by other privately-owned entities under contract arrangements with ABP as
landlord. At the major container terminal in Southampton, ABP has a 49% share in the
operating company, Southampton Container Terminals (SCT), with the remaining shares
owned by P&O Ports.

d) Roles of the public and private sectors within the port

National government agencies are primarily involved in safety (Health & Safety Executive,
Maritime & Coastguard Agency etc.) and security matters (HM Customs & Excise). ABP and
its private sector partners/leaseholders are responsible for the day to day activities in the
port, as well as for long term investments, including dredging.

e) Public/private nature of marine services

All port services including pilotage and towage are provided by private actors and these

depend entirely on private investment.

2.10.2.3 Investment responsibilities: Body or institution financially responsible for the
different types of investment and their maintenance

Objective: To identify the financial responsibilities for investment in the seaport

a) Access infrastructure

i) By sea access channels, fairways, dredging works, protection works, breakwaters,
navigation aids etc. are provided by ABP at its expense.

ii) By land road connections, rail connections, inland waterway connections within the
port area are the responsibility of ABP. Road and rail connections outside the port
area are the responsibility of national government entities (Highways Agency/local
authorities and Strategic Rail Authority). However, the policy of DfT in instances
where increasing port traffic flows require new and/or improved landside infrastructure
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investments, is that such investments should at least partly be met by the private port
owners.

b) Terminal-related infrastructure

Civil works within the port area that allow the supply of services to ships and cargoes in the
context of specific terminal or operator — e.g. quays, jetties, finger piers, specific mooring
assets etc. are all the responsibility of the private port owner ABP and/or its private tenants.

c) Terminal superstructure and equipment

Surface arrangements, paving and buildings, mobile and fixed equipment — paving/surfacing,
terminal lighting, parking areas, gates and fences, sheds, warehouses and stacking areas,
tank farms and silos, offices, repair shops, other buildings, cranes, straddle carriers, vehicles,
other cargo handling equipment — are all for the account of the private port owner ABP
and/or its private tenants.

2.10.2.4 Financing structure

Objective: To identify the financing structure and the conditions under which the responsible
parties provide finance for investments in the port and to establish if these structures and
conditions are similar to those of the market

a) The financing body

100% of ABP’s finance is private capital. Finance is primarily obtained from shareholders
funds, from internal sources, and via loans from commercial banks.

b) The party that contracts the debt

ABP contracts debt for its own port infrastructure investments. Many of ABP’s port tenants
also make their own investments, again using private capital.

c) Repayment conditions

Not applicable.

d) Are repayment conditions similar to market ones?

Repayment conditions are based on commercial lending market requirements.

e) Are these conditions similar to those given to other infrastructure projects?

Conditions will be similar to other private infrastructure projects. However, as ABP owns 21
ports its potential to achieve economies of scale (e.g. in securing finance and in making
capital investments) will tend to be greater than for an individual port, and this is a
characteristic of the UK ports industry which is now highly concentrated.

2.10.2.5 Specific financial figure for types of investment and for which the financial
responsibility falls on the port authority

Objective: To identify specific financial figures for the investment carried out by the port
authority in the port
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ABP publishes consolidated accounts for all its 21 ports but refuses to provide any
disaggregated financial information on any individual port. It is therefore not possible to
identify payments received by the port of Southampton from specific individual terminals or
from shipping operators; quite simply, the multitude of port tenants and the confidentiality of
this data preclude such detailed analysis. However, the basic principle remains, that port
investments at Southampton are made by the private sector, and paid for by the private
sector with private capital.

Information was nevertheless obtained regarding specific investments made in the port of
Southampton during 2003 by ABP and its subsidiaries. Identified investments for the year
totalled €70.7 million, of which an estimated €36 million (51%) was for terminal related
infrastructures, €32 million (45%) was for superstructures, and €2.7 million (4%) was for
access infrastructures.

2.10.2.6 Specific financial figure for types of investment and for which the financial
responsibility falls on a public body other than the port authority

Objective: To identify specific financial figures for the investment carried out by the public
sector in the port

There were no investments made by any public body in the port during 2003.
2.10.2.7 Financial aid received by the port authority from national, regional, local
authorities

Objective: To identify forms of public aid in the ports sector

a) Port of Southampton receives no compensation for operating losses.

b) There was no provision of capital by public bodies.

c) There were no non-refundable grants or loans on privileged terms provided by public
bodies.

d) There was no foregoing of profits or foregoing the recovery of sums due.

e) Foregoing a normal return on public funds used does not apply.

f) There was no compensation for financial burdens imposed by public agencies.

g) There was no reduction in or exemption from general forms or levels of tax relief on

profit, investment or property income taxes, VAT, local taxes, etc.

2.10.2.8 Sources of revenue of the port authority
Objective: To investigate the structure of the revenues collected to repay the funds

Port revenues, including port dues, leases, terminal handling charges, and other service
charges are commercially confidential and will not be disclosed by ABP. However, as all
investments in the port are privately funded, and as ABP makes significant profits from its
port assets, it is evident that revenues must be sufficient to repay invested funds.

In 2003 ABP (UK ports & transport) as a whole had a turnover of €503 million and achieved
an operating profit (before goodwill and exceptional items) of €219 million.

PUBLIC FINANCING AND CHARGING PRACTICES OF SEAPORTS IN THE EU 159



Country reports for WP | and WP I

2.10.3 Liverpool

2.10.3.1 Characteristics of the port
Objective: To define the port under analysis and its characteristics
a) Description of the area for which the port is responsible

Liverpool is located at the mouth of the River Mersey on the west coast of England. The port
has extensive cargo handling facilities within its numerous docks and basins. The port
possesses over 47km of quayage which provide accommodation for tankers, general cargo,
bulk cargo, container and Ro-Ro vessels. Sub-ports include Birkenhead, directly opposite
Liverpool on the River Mersey, and Tranmere Oil Terminal which lies further upriver from the
main port.

The largest vessel handled, in the river was LOA 346m, draft 14.8m, beam 57m, and
322,912dwt. Largest ship handled in dock is LOA 292m, beam 36.66m, draft 12.8m

The port limits include the River Mersey and approaches from a line between Hilbre Point
and Formby Point, extending approx 15nm seaward and up river to Warrington Bridge,
excluding any waters belonging to the port of Manchester.

The port is entered through Queen's Channel and Crosby Channel, the approach to which
lies through Liverpool Bay. The channel is encumbered by banks on either side which extend
up to 8nm offshore, but these dangers and the channel are well marked by floating lighted
sea marks and lightbuoys. The approach to the Queen's Channel is marked by the Bar
Lightfloat, moored 3nm WNW of the entrance to the channel.

Pilotage is compulsory for all vessels including a vessel under tow where the length of tug
and tow exceeds 82m navigating within the Port with some exceptions. There is good
anchorage outside River Mersey in the open roadstead of Liverpool Bay. The tidal range and
flow is 8.3m MHWS. The port access channel is kept constantly dredged; at LWST there is
about 8.53m of water in the channel. Channels are constantly surveyed and dredged.

b) Type of commodities handled

Main cargoes include oil products, containers, general and dry-bulk, RoRo ftrailers and ferry
passengers, plus passengers from cruise ships and local ferries (cross-Mersey).

c) Size and type of infrastructures and terminals

The major port facility is Royal Seaforth Dock which offers 1,098m of quay and 9 container
cranes (6 x 40t, 2 x 35t and 1 x 30t). This is supplemented by various dry cargo and bulk
handling facilities plus RoRo terminals for the Irish Sea trades, and passenger terminals.

Across the river, Birkenhead offers an extensive dock system handling general cargo and
bulk commodities. A major new RoRo terminal has been built outside the locks at Birkenhead
for Irish Sea RoRo ferry services, these also carrying passengers and cars.

At Tranmere there are facilities for the handling of bulk oil. At Bromborough Wharf, 6km
south east of Birkenhead on the River Mersey, there are 2 berths with a total length of 230m
for handling dry bulks, forest products, general cargo and heavy lift project cargo.
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Liverpool Freeport zone is a warehouse community located in 323ha of the port including
specialist forest products warehousing and metal storage, plus various warehouses for
general produce. Altogether, investment and property interests comprise over 800 hectares
of dockland at Liverpool.

MD&HC future plans include construction of additional RoRo terminals and a new 800m long
riverside container terminal capable of handling post-Panamax ships on the Liverpool side of
the river.

d) Annual throughput

Total cargo handled by MD&HC in 2003 amounted to 31.7 million tonnes, equivalent to 5.7%
of UK port traffic and making Liverpool the UK’s 7" largest port in terms of tonnage. Oil
products accounted for 11.6 million tonnes (37%), with containers accounting for 4.2 million
tonnes (13%); almost 578,000 teu (356,000 units) were handled in 2003. Liverpool is the
UK’s 9" largest oil port (4.7% share) and 4™ largest container port (7.8% share).

In addition, 392,000 RoRo trailers were handled in 2003, making Liverpool the 3 largest
RoRo port in the UK (6.2% of UK RoRo traffic). Total unitised traffic (i.e. containers and
trailers) handled in 2003 amounted to 9.5 million tonnes. The port also has a very significant
dry bulk throughput of 9.0 million tonnes (29%) a year.

e) Operating under private or public law

Liverpool is a privately owned ‘company port’ established originally by Act of Parliament and
trading as Mersey Docks & Harbour Company (MD&HC), and is subject to requirements laid
down by the Companies Act and other legislation governing general business activities. The
following Acts of Parliament governs procedure with respect to port operations:

e Harbours, Docks and Piers Clause Act 1847

e Merchant Shipping Act 1894

e Dangerous Vessel Act 1985

e Dangerous Substances in Harbour Areas Regulations 1987

¢ Merchant Shipping (Tankers)(EEC Requirements) Regulations 1981
¢ Merchant Shipping and Marine Safety Act 1997

e Merchant Shipping (Oil Pollution Preparedness, Response and Co-operations
Convention) Regulations 1998

e Pilotage Act 1987

¢ Merchant Shipping Act 1984 (Local Lighthouse Authority)

e Prevention of Qil Pollution Act 1971

e Merchant Shipping (Port Waste Reception Facilities) Regulations 1997

¢ Food and Environment Act 1985Merchant Shipping (Weighing of Goods Vehicles and
other Cargo) Regulations 1988
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e Docks Regulation 1988
e Health and Safety at Work Act 1974

¢ International Convention for the Prevention of Pollution from Ships 1973 as Modified
by its Protocol 1978 (MARPOL 73/78)

e Port Marine Safety Code
¢ International Ship and Port Facility Security Code (ISPS)

MD&HC is the ‘Competent Harbour Authority’ and as such is responsible for safety and
navigation within the port's area of jurisdiction. This includes provision of Vessel Traffic
Services (VTS) and Pilotage, as well as maintaining safe navigation channels.

f) Port authority ownership

The Port of Liverpool (MD&HC) is owned by Peel Holdings plc, which is a public limited
company listed on the London Stock Exchange. Peel acquired MD&HC in 2005. In addition
to Liverpool, Peel also owns several other ports including Manchester, Clydeport, Medway
Ports and Heysham, together with other transport-related businesses. The company owns
subsidiaries offering container shipping services, stevedoring services, electricity generation
and supply, logistics activities, shiprepair and marine engineering, and a leading port
management consultancy. The Group operates Britain’s largest free trade zone, Liverpool
Freeport, and has a similar facility at Medway.

2.10.3.2 Governance structure of the port under analysis
Objective: To understand the governance structure of the port
a) Roles of the Ministry, city and port authority

The Department for Transport (DfT) sets out overall policy for ports in the UK; however, there
is no financial support available from national government for port developments. National
government involvement is more associated with enforcement of regulatory, health and
safety, and security matters (e.g. Health & Safety Executive, Maritime & Coastguard Agency,
HM Customs & Excise). Within the port area MD&HC also has a number of statutory
responsibilities, such as maintaining safe navigation channels, VTS, and port police.

Local government (Liverpool City Council and Wirrall County Council) provide no financial
support for port investments, and have no involvement in the port in any operational or
strategic management sense. The local authorities have a role in terms of local planning
matters, although for major planning deliberations the DfT has a far more prominent role (e.g.
the Minister deciding on largescale planning applications and Harbour Revision Orders).

In respect to land access, MD&HC works with the local authorities and national agencies
(DfT Highways Agency, as well as the Strategic Rail Authority) to ensure adequate
connections are provided and maintained to/from the port.

b) Boundaries between port and maritime administrations

MD&HC is responsible for all investments (infrastructure and superstructure) made within the
port area. The UK government has no specific or comprehensive ‘maritime administration’ as
such, with shipping and port matters subsumed within DfT.
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c) Port governance model

MD&HC is essentially a private port owner/port authority employing a comprehensive as well
as a landlord type approach with regard to port operations. Thus, while some of the terminal
operations and activities within the port are undertaken by separate privately-owned entities
under contract arrangements with MD&HC as landlord, at other terminals MD&HC and/or its
subsidiaries act as the operator/stevedore. MD&HC operates the main container terminal
(Seaforth) and most of the general cargo/bulk facilities at Liverpool, while the RoRo and ferry
terminals are generally operated by users themselves, mostly the relevant carriers involved
(e.g. P&O Ferries, Norse Merchant Ferries, Isle of Man Steam Packet etc.).

d) Roles of the public and private sectors within the port

National government agencies are primarily involved in safety (e.g. Health & Safety
Executive, Maritime & Coastguard Agency etc.) and security matters (HM Customs &
Excise). MD&HC and its private sector partners/tenants are responsible for the day to day
activities in the port, as well as for long term investments, including dredging and other port
infrastructure requirements.

e) Public/private nature of marine services

All port services including pilotage and towage are provided by private actors and these
activities and functions depend entirely on private investment and income from user charges.

Tugs are available from Howard Smith Towage Ltd and Wijsmuller Marine Ltd.

2.10.3.3 Investment responsibilities: Body or institution financially responsible for the
different types of investment and their maintenance

Objective: To identify the financial responsibilities for investment in the seaport
a) Access infrastructure

iii) By sea access channels, fairways, dredging works, protection works, breakwaters,
navigation aids etc. are provided by MD&HC at its expense.

iv) By land road connections, rail connections, inland waterway connections within the
port area are the responsibility of MD&HC. Road and rail connections outside the port
area are the responsibility of national government entities (Highways Agency/local
authorities and Strategic Rail Authority). However, the policy of DfT in instances
where increasing port traffic flows lead to a requirement for new and/or improved
landside infrastructure investments is that such investments should at least in part be
met by the private port owners.

b) Terminal-related infrastructure

Civil works within the port area that allow the supply of services to ships and cargoes in the
context of specific terminal or operator — e.g. quays, jetties, finger piers, specific mooring
assets etc. are all the responsibility of the private port owner MD&HC and/or its private
tenants.

c) Terminal superstructure and equipment
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Surface arrangements, paving and buildings, mobile and fixed equipment — paving/surfacing,
terminal lighting, parking areas, gates and fences, sheds, warehouses and stacking areas,
tank farms and silos, offices, repair shops, other buildings, cranes, straddle carriers, vehicles,
other cargo handling equipment — are all for the account of the private port owner MD&HC
and/or its private tenants.

2.10.3.4 Financing structure

Objective: To identify the financing structure and the conditions under which the responsible
parties provide finance for investments in the port and to establish if these structures and
conditions are similar to those of the market

a) The financing body

100% of MD&HC'’s finance involves private capital. Finance is primarily obtained from
shareholders funds, from other internal sources such as retained profits, and via loans from
commercial banks.

b) The party that contracts the debt

MD&HC contracts debt for its own port infrastructure investments. Many of MD&HC'’s
subsidiaries and port tenants also make their own investments, again depending on private
capital.

c) Repayment conditions
Not applicable.
d) Are repayment conditions similar to market ones?

Private sector loan repayment conditions are based on commercial lending market
requirements.

e) Are these conditions similar to those given to other infrastructure projects?

Conditions will be similar to other private infrastructure projects. However, as MD&HC owns
several ports its potential to achieve economies of scale in finance and investment will tend
to be greater than for an individual port, and this is a characteristic of the UK ports industry
which is now highly concentrated.

2.10.3.5 Specific financial figure for types of investment and for which the financial
responsibility falls on the port authority

Objective: To identify specific financial figures for the investment carried out by the port
authority in the port

MD&HC publishes separate accounts for its ports but will not provide any disaggregated
financial information. It is not therefore possible to identify payments received by the port
from specific individual terminals or from shipping operators; quite simply, the multitude of
port tenants and the confidentiality of this data preclude such detailed analysis. However, the
basic principle remains, that port investments at Liverpool are made by the private sector
alone, and paid for by the private sector with private capital.
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Information was nevertheless obtained regarding specific investments made in the port
during 2003 by MD&HC and its subsidiaries. Identified investments for the year totalled €32.8
million, of which an estimated €15.7 million (48%) was for terminal related infrastructures,
€13.8 million (42%) was for superstructures, and €3.3 million (10%) was for access
infrastructures.

Grant aid of €720,000 was received from EU ERDF funds towards terminal infrastructures. A
further EU grant of €58,000 was received to assist with costs in respect of port road access
outside terminals. Total grants in 2003 therefore amounted to 2.5% of overall capital
investment.

Investment in the Seaforth Terminal has included new ship-to-shore gantry cranes, container
interchange area for road transport, logistics building, multi-lane terminal gate, container
handling plant and computer systems.

2.10.3.6 Specific financial figure for types of investment and for which the financial
responsibility falls on a public body other than the port authority

Objective: To identify specific financial figures for the investment carried out by the public
sector in the port

There were no investments made by any public body in the port during 2003.

2.10.3.7 Financial aid received by the port authority from national, regional, local
authorities

Objective: To identify forms of public aid in the ports sector

a) The port received no compensation for operating losses.

b) There was no provision of capital by public bodies.

c) Non-refundable allowable grants from ERDF funds amounted to €778,000.

d) There was no foregoing of profits or foregoing the recovery of sums due.

e) Foregoing a normal return on public funds used does not apply.

f) There was no compensation for financial burdens imposed by public agencies.

g) There was no reduction in or exemption from general forms or levels of tax relief on

profit, investment or property income taxes, VAT, local taxes, etc.

2.10.3.8 Sources of revenue of the port authority
Objective: To investigate the structure of the revenues collected to repay the funds

Port revenues, including port dues, leases, terminal handling charges, and other service
charges are commercially confidential and will not be disclosed by MD&HC. However, as all
investments in the port are privately funded, and as MD&HC makes significant profits from its
port assets, it is evident that revenues must be sufficient to repay invested funds. In 2003,
MD&HC turnover amounted to €428 million and net profit (before tax) was €77.3 million.
These figures include turnover and net profit for all ports and operating subsidiaries in the
MD&HC group as this information is not disaggregated by port.
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2.10.4 Felixstowe

2.10.4.1 Characteristics of the port
Objective: To define the port under analysis and its characteristics
a) Description of the area for which the port is responsible

Felixstowe is located at the mouth of Harwich Harbour on the east coast of England.
Felixstowe's excellent road/rail communications together with modern and fully equipped
cargo handling facilities has made it the UK's premier container port. There are also facilities
for Ro-Ro, forest products, general cargo and dry and liquid bulk cargoes.

Harwich Haven Deep Water Channel is generally 0.25nm or more wide, but narrows to
0.2nm close to the entrance and is marked on each side by numbered lightbuoys. It is
entered at Harwich Channel No 1 lightbuoy, fitted with a Racon: at its inner end it merges
with the inward and outward traffic lanes to become Harwich Channel, which is maintained at
a depth of 14.5m.

Pilotage is compulsory. Geographical extent of the Haven Ports pilotage area is bounded by
the following limits: As much of the River Orwell as lies below Ipswich Dock, and as far up
the River Stour as the tide flows.

There are various designated anchorages in the approaches to the port. Tidal range is 4.0m
at MHWS.

b) Type of commodities handled

Main cargoes handled at Felixstowe are containers and RoRo trailers, plus limited quantities
of bulk fuel and general cargo.

c) Size and type of infrastructures and terminals

General cargo and bulk facilities are available at the Dock Basin, with depth of water 6.7m,
and 512m length of quayage, equipped with 2 Scotch derrick cranes and 4 mobile cranes.

Felixstowe is equipped with two modern purpose built container terminals. Landguard
Container Terminal has 439m of quay served by four ship-to-shore gantries, including 1 post
Panamax and 13 rubber tyred gantries. The terminal handles a wide variety of container
vessel types including fully cellular, multi-purpose and container/Ro-Ro. The storage capacity
exceeds 10,000teu. The adjacent rail terminal has 3 x 20 wagon tracks and 2 rail mounted
gantry cranes.

Trinity Container Terminal can work up to 7 large deep-sea containerships simultaneously. A
total of 19 quayside gantries operate along its 2,334m quay, including 6 ultra post Panamax
and 9 post Panamax cranes. Landside equipment includes 60 RTGs, supported by 96
terminal tractors. The total stacking capacity at Trinity is 49,811teu, including out of gauge
storage. The adjacent rail terminal has 6 x 20 wagon tracks, 4 rail mounted gantry cranes
and 3 reach stackers.

Trinity Ill, an extension of Trinity Terminal, covers 12.6ha and comprises a peninsular quay
length 630m, width 185m. Its 3 super post Panamax ship to shore gantry cranes can handle
ships with containers stowed 18 wide.
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The port's main tanker berth can accept tankers up to 180m in length and up to 25,000t
displacement with a max draft of 9.1m. A second berth is available on request and can serve
tankers up to 124m LOA at a max draft of 6.4m below CD.

The port is equipped to handle all types of Ro-Ro vessels stern ramps, quarter ramps and
side doors at four specialised Ro-Ro berths.

Various storage facilities are available including:
e Container freight stations - 6,000m2
e Ro-Ro transit shed - 10,350m2
e Warehouses - 75,810m2
e Transit sheds - 21,548m2

The ports’ two rail terminals handle 22 incoming and 21 outgoing trains per day. A third rail
terminal is planned for development on already reclaimed land at the Trinity Terminal.

Felixstowe has plans to reconfigure the southern part of the port to provide a total of 1,350m
of deep-water quay, supported by 13 quayside cranes. Dredged to 16m, this will provide the
deepest water at the port, suitable for berthing the latest generation of container vessels.

d) Annual throughput

Total cargo handled by Felixstowe in 2003 amounted to 22.3 million tonnes, equivalent to
4.0% of UK port traffic and making it the UK’s 9" largest port in terms of tonnage. Containers
accounted for the lion’s share of tonnage, reaching 18.4 million tonnes (82%); almost
2,700,000 teu (1,585,000 units) were handled in 2003. Felixstowe is by far the UK’s largest
container port (35% share).

In addition, 232,000 RoRo trailers (3.0 million tonnes) were handled in 2003, making
Felixstowe the 10" largest RoRo port in the UK (3.7% of UK RoRo traffic). Total unitised
traffic (i.e. containers and trailers) handled in 2003 amounted to 21.4 million tonnes. The
remaining 0.9 million tonnes comprised general cargo and bulk fuel.

e) Operating under private or public law

Felixstowe is a privately owned ‘company port’ established by Act of Parliament and currently
trading as Hutchison Ports (UK) Limited, a subsidiary of Hong Kong based Hutchison Port
Holdings, subject to requirements laid down by the Companies Act and other legislation
governing general business activities. The following Acts of Parliament governs procedure
with respect to port operations:

e Harbours, Docks and Piers Clause Act 1847

e Merchant Shipping Act 1894

e Dangerous Vessel Act 1985

e Dangerous Substances in Harbour Areas Regulations 1987

¢ Merchant Shipping (Tankers)(EEC Requirements) Regulations 1981
¢ Merchant Shipping and Marine Safety Act 1997
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e Merchant Shipping (Oil Pollution Preparedness, Response and Co-operations
Convention) Regulations 1998

e Pilotage Act 1987

¢ Merchant Shipping Act 1984 (Local Lighthouse Authority)

e Prevention of Qil Pollution Act 1971

e Merchant Shipping (Port Waste Reception Facilities) Regulations 1997

¢ Food and Environment Act 1985Merchant Shipping (Weighing of Goods Vehicles and
other Cargo) Regulations 1988

¢ Docks Regulation 1988
e Health and Safety at Work Act 1974

¢ International Convention for the Prevention of Pollution from Ships 1973 as Modified
by its Protocol 1978 (MARPOL 73/78)

e Port Marine Safety Code
¢ International Ship and Port Facility Security Code (ISPS)

Hutchison Ports is a ‘Competent Harbour Authority’ only to a limited extent (i.e. over the
terminals and alongside the berths). Control over navigation access and pilotage to and
within Harwich Haven rest with an independent non port owing trust, Harwich Haven
Authority. The trust also has responsibility for provision of Vessel Traffic Services (VTS) and
maintaining safe navigation channels.

f) Port authority ownership

The Port of Felixstowe is owned by Hutchison Port Holdings, which is a company listed on
the Hong Kong Stock Exchange. Hutchison acquired Felixstowe in the early 1990’s from
P&O Group. In addition to Felixstowe, Hutchison also owns the port of Harwich, and the
container terminal at Thamesport (Medway). The company owns several subsidiaries
offering container transport/haulage services and associated logistics activities.

Hutchison Port Holdings is the world’s largest port operator, and in 2004 moved 47.8 million
teu at its 219 berths in 39 ports worldwide. Net profits for the group as a whole in 2003
amounted to US$975 million on a turnover of US$3.0 billion.

2.10.4.2 Governance structure of the port under analysis
Objective: To understand the governance structure of the port
a) Roles of the Ministry, city and port authority

The Department for Transport (DfT) sets out overall policy for ports in the UK, however, there
is no financial support available from national government for port developments. National
government involvement is more associated with enforcement of regulatory, health and
safety, and security matters (e.g. Health & Safety Executive, Maritime & Coastguard Agency,
HM Customs & Excise). Within the port area Hutchison Ports also has a number of statutory
responsibilities, such as health and safety, and port police.
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Local government (Suffolk County Council) provides no financial support for port
investments, and has no involvement in the port in any operational or strategic management
sense. Local authorities have a role in terms of local planning matters, although for major
planning deliberations the DfT has a far more prominent role (e.g. the Minister deciding on
largescale planning applications and Harbour Revision Orders).

In respect to land access, Hutchison Ports work with the local authorities and national
agencies (DfT Highways Agency, as well as the Strategic Rail Authority) to ensure adequate
connections are provided and maintained to/from the port.

b) Boundaries between port and maritime administrations

Hutchison Ports is responsible for all investments (infrastructure and superstructure) made
within the port area. The UK government has no specific or comprehensive ‘maritime
administration’ as such, with shipping and port policy matters subsumed within DfT.

c) Port governance model

Hutchison Ports is a private port owner/port authority employing a comprehensive type
approach with regard to port operations. Thus, Hutchison Ports acts as the only stevedore in
the port, which it also fully owns.

d) Roles of the public and private sectors within the port

National government agencies are primarily involved in safety (e.g. Health & Safety
Executive, Maritime & Coastguard Agency etc.) and security matters (HM Customs &
Excise). Hutchison ports are responsible for the day to day activities in the port, as well as for
long term investments. Harwich Haven Authority is responsible for dredging and
maintenance of the navigation channel.

e) Public/private nature of marine services

All port services including towage are provided by private actors and these activities and
functions depend entirely on private investment and income from user charges. Pilotage is
provided by Harwich Haven Authority.

2.10.4.3 Investment responsibilities: Body or institution financially responsible for the
different types of investment and their maintenance

Objective: To identify the financial responsibilities for investment in the seaport
a) Access infrastructure

V) By sea access channels, fairways, dredging works, protection works, breakwaters,
navigation aids etc. are provided by Harwich Haven Authority and/or Hutchison Ports
at their expense.

Vi) By land road connections, rail connections, inland waterway connections within the
port area are the responsibility of Hutchison Ports. Road and rail connections outside
the port area are the responsibility of national government entities (Highways
Agency/local authorities and Strategic Rail Authority). However, the policy of DfT in
instances where increasing port traffic flows lead to a requirement for new and/or
improved landside infrastructure investments is that such investments should at least
in part be met by the private port owners.
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b) Terminal-related infrastructure

Civil works within the port area that allow the supply of services to ships and cargoes in the
context of specific terminal or operator — e.g. quays, jetties, finger piers, specific mooring
assets etc. are all the responsibility of the private port owner Hutchison Ports.

c) Terminal superstructure and equipment

Surface arrangements, paving and buildings, mobile and fixed equipment — paving/surfacing,
terminal lighting, parking areas, gates and fences, sheds, warehouses and stacking areas,
tank farms and silos, offices, repair shops, other buildings, cranes, straddle carriers, vehicles,
other cargo handling equipment — are all for the account of the private port owner Hutchison
Ports.

2.10.4.4 Financing structure

Objective: To identify the financing structure and the conditions under which the responsible
parties provide finance for investments in the port and to establish if these structures and
conditions are similar to those of the market

a) The financing body

100% of Hutchison Ports finance involves private capital. Finance is primarily obtained from
shareholders funds, from other internal sources such as retained profits, and via loans from
commercial banks.

b) The party that contracts the debt

Hutchison Ports contracts debt for its own port infrastructure investments. Hutchison Ports
subsidiaries also make their own investments, again using private capital.

c) Repayment conditions

Not applicable.

d) Are repayment conditions similar to market ones?

Repayment conditions are based on commercial lending market requirements.

e) Are these conditions similar to those given to other infrastructure projects?

Conditions will be similar to other private infrastructure projects. However, as Hutchison
Ports owns many terminals at ports around the world its potential to achieve economies of
scale in finance/investments will tend to be greater than for an individual port (e.g. acquiring
quayside container cranes for several ports at the one time).

2.10.4.5 Specific financial figure for types of investment and for which the financial
responsibility falls on the port authority

Objective: To identify specific financial figures for the investment carried out by the port
authority in the port

Hutchison Ports publishes separate accounts for its ports but will not provide any
disaggregated financial information. It is not therefore possible to identify payments received
by the port from specific individual terminals or from shipping operators; quite simply, the
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confidentiality of this data precludes such detailed analysis. However, the basic principle
remains, that port investments at Felixstowe are made by the private sector, and paid for by
the private sector with private capital.

Information was nevertheless obtained regarding specific investments made in the port
during 2003 by Hutchison Ports. Identified investments for the year totalled €43.8 million, of
which €24.3 million (55%) was for terminal related infrastructures, €12.1 million (28%) was
for superstructures.

In respect of access infrastructures, Hutchison Ports expense amounted to €3.8 million and
Harwich Haven Authority also invested €3.6 million, giving a total expense for access
infrastructure of €7.4 million (17%).

There was no grant aid received by the port of Felixstowe in 2003.
2.10.4.6 Specific financial figure for types of investment and for which the financial
responsibility falls on a public body other than the port authority

Objective: To identify specific financial figures for the investment carried out by the public
sector in the port

There were no investments made by any public body in the port during 2003

2.10.4.7 Financial aid received by the port authority from national, regional, local
authorities

Objective: To identify forms of public aid in the ports sector

a) The port received no compensation for operating losses.

b) There was no provision of capital by public bodies.

c) There were no Non-refundable grants.

d) There was no foregoing of profits or foregoing the recovery of sums due.

e) Foregoing a normal return on public funds used does not apply.

f) There was no compensation for financial burdens imposed by public agencies.

g) There was no reduction in or exemption from general forms or levels of tax relief on

profit, investment or property income taxes, VAT, local taxes, etc.

2.10.4.8 Sources of revenue of the port authority
Objective: To investigate the structure of the revenues collected to repay the funds

Port revenues, including port dues, leases, terminal handling charges, and other service
charges are commercially confidential and will not be disclosed by Hutchison Ports.
However, as all investments in the port are privately funded, and as Hutchison Ports makes
significant profits from its port assets, it is evident that revenues must be sufficient to repay
invested funds. In 2003 Hutchison Ports (UK) Limited had a turnover of €302.5 million and a
profit (before tax) of €37.1 million. This includes the terminals at Thamesport and Harwich, as
well as for Felixstowe port.
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210.5 Grimsby & Immingham

2.10.5.1 Characteristics of the port
Objective: To define the port under analysis and its characteristics
a) Description of the area for which the port is responsible

Immingham is situated on the south bank of the River Humber, 10nm from the open sea. The
port consists of an enclosed dock together with 5 river jetties. Four of the river jetties offer
specialised facilities for the handling of all types of bulk liquids and gases. The fifth, the
Immingham Bulk Terminal, is used by British Steel for the import of iron ore and other
minerals. A further riverside terminal offers linkspans for RoRo services.

Max ship size handled in dock is 37,000dwt, with up to 300,000dwt partly laden at
Immingham Oil Terminal on the river.

From the River Humber, the access to Immingham Dock is through an entrance lock which is
approached between Eastern and Western jetties. The entrance lock has a length of 256m,
width 27.4m and there is a depth over the inner sill of 11.3m at MHWS and 9.9m at MHWN.
The lock has 3 pairs of gates, which can divide it into an outer part 96m length and an inner
part 160m length. The lock can be entered at any state of the tide. Depths in the entrance to
Immingham Dock vary.

Further expansion of the deep-water facilities at the port is planned through the progressive
development of riverside berths in the area between the Immingham Bulk Terminal and the
Immingham Gas Jetty where vessels with drafts up to 14m can be accommodated.
Parliamentary powers have already been obtained for the development of berths in this
important deep-water area which is backed by 24ha of land.

Likewise situated on the south bank of the River Humber, 9.5km from the open sea, the port
of Grimsby consists of three commercial docks and three specialised fish docks. Grimsby
mainly handles smaller vessels due to the port’s lock and draft constraints.

b) Type of commodities handled

Principal imports at Immingham include chemicals, fertilisers, iron ore, crude minerals and
ores, liquid acids and petroleum products. Exports include vehicles, chemicals, iron and
steel, petroleum, coke and petroleum products. Immingham is also a major port for RoRo
services.

At Grimsby, main exports at the commercial docks are iron and steel, chemicals, vehicles
and manufactured goods, while imports chiefly consist of food products, iron, steel, vehicles
and manufactured goods.

c) Size and type of infrastructures and terminals

Immingham has a number of specialised terminals inside and outside the lock entrance. Both
the DFDS Nordic Terminal and the ABP Connect Terminal are inside the locks and these
offer 4 RoRo berths plus a short sea container terminal. ABP has signed an agreement with
DFDS Tor Line to develop a new €50 million riverside RoRo terminal outside the lock so that
larger ships may be handled and turnaround time reduced. This new 50 acre terminal will
open in 2006.
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The Immingham bulk terminal is leased by ABP to Corus for handling iron ore and coal.
Immingham Oil terminal is leased to Humber Oil Terminals, while various other jetties also
handle oil products. The Humber International Terminal handles a variety of bulk and unitised
cargoes. Phase 2 of Humber International Terminal involves an investment of €64 million to
cater for deep-sea liner services as well as bulk cargo. Immingham offers a wide range of
storage facilities mostly provide by port tenants.

The sister-port of Grimsby has RoRo and lolo terminals inside the lock for vessels up to
7,000 dwt. A major cargo is trade cars (350,000 annually) and Grimsby is the main northern
distribution centre in the UK for Volkswagen/Audi.

Separate facilities at South Killingholme, 5 miles west of Immingham Dock, are owned by
Simon Group plc. This includes a tanker jetty plus a purpose built RoRo terminal with 2
berths, the latter used by Cobelfret and Stena Line.

d) Annual throughput

Total cargo handled in 2003 amounted to 55.9 million tonnes, equivalent to 10% of UK port
traffic and making Grimsby & Immingham the UK’s largest port in terms of tonnage. Oll
products accounted for 23.3 million tonnes (41%), with other dry bulks totalling 17.8 million
tonnes (32%). RoRo and container traffic amounted to 12.8 million tonnes (747,000 units).
Grimsby & Immingham is the UK’s 6" largest oil port (8.9% share) and second largest RoRo
port after Dover (7.2% share).

e) Operating under private or public law

Grimsby & Immingham is a privately owned port (owned by parent company ABP), and
subject to requirements laid down by the Companies Act and other legislation governing
general business activities. However, the following Acts of Parliament governs procedure
with respect to port operations:

. Harbours, Docks and Piers Clause Act 1847

e  Merchant Shipping Act 1894

e Dangerous Vessel Act 1985

¢ Dangerous Substances in Harbour Areas Regulations 1987

e  Merchant Shipping (Tankers)(EEC Requirements) Regulations 1981
e Merchant Shipping and Marine Safety Act 1997

¢  Merchant Shipping (Oil Pollution Preparedness, Response and Co-operations
Convention) Regulations 1998

e Pilotage Act 1987

e  Merchant Shipping Act 1984 (Local Lighthouse Authority)

e Prevention of QOil Pollution Act 1971

¢ Merchant Shipping (Port Waste Reception Facilities) Regulations 1997

e Food and Environment Act 1985Merchant Shipping (Weighing of Goods
Vehicles and other Cargo) Regulations 1988
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e Docks Regulation 1988
o Health and Safety at Work Act 1974

¢ International Convention for the Prevention of Pollution from Ships 1973 as
Modified by its Protocol 1978 (MARPOL 73/78)

e Port Marine Safety Code

¢ International Ship and Port Facility Security Code (ISPS)

ABP is the ‘Competent Harbour Authority’ for the Humber and as such are responsible for
safety and navigation within the port's area of jurisdiction, and this includes provision of
Vessel Traffic Services (VTS) and Pilotage, as well as maintaining safe navigation channels.

f) Port authority ownership

Grimsby & Immingham is owned by Associated British Ports Holdings plc (ABP), which is a
public limited company listed on the London Stock Exchange, and a FTSE 250 company with
a market capitalisation of around €2.16 billion. ABP owns a total of 21 UK ports, together with
other transport-related businesses that constitute the ABPH Group. As a whole, ABP ports
handle approximately a quarter of the UK’s entire seaborne trade.

2.10.5.2 Governance structure of the port under analysis
Objective: To understand the governance structure of the port
a) Roles of the Ministry, city and port authority

The Department for Transport (DfT) sets out overall policy for ports in the UK, however, there
is no financial support available from national government for port developments. National
government interest is more associated with enforcement of regulatory, health and safety,
and security matters (e.g. Health & Safety Executive, Maritime & Coastguard Agency, HM
Customs & Excise). Within the port, ABP also has statutory responsibilities, most of which
were transferred from its state-owned predecessor at the time of privatisation.

Local government (North Lincolnshire County Council) provide no financial support for port
investments, and have no involvement in the port in any operational or strategic
management respects. Local authorities do nevertheless have a role in terms of planning
matters, although for major planning deliberations the DfT has a more prominent role (e.g.
the Minister deciding on largescale planning applications, as well as Harbour Revision
Orders).

With respect to land access, ABP works with the local authorities and national agencies (DfT
Highways Agency, as well as the Strategic Rail Authority) to ensure adequate connections
are provided and maintained to/from the port.

b) Boundaries between port and maritime administrations

ABP is responsible for all investments (infrastructure and superstructure) made within the
port area. The UK government has no specific or comprehensive ‘maritime administration’ as
such, with shipping and port matters subsumed within DfT.
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c) Port governance model

ABP is essentially a private port owner/port authority albeit employing a landlord approach
with regard to port operations. Thus, most of the terminal operations and activities within the
port are undertaken by other privately-owned entities under contract arrangements with ABP
as landlord.

d) Roles of the public and private sectors within the port

National government agencies are primarily involved in safety (Health & Safety Executive,
Maritime & Coastguard Agency etc.) and security matters (HM Customs & Excise). ABP and
its private sector partners/leaseholders are responsible for the day to day activities in the
port, as well as for long term investments, including dredging.

e) Public/private nature of marine services

All port services including pilotage and towage are provided by private actors and these
depend entirely on private investment.

2.10.5.3 Investment responsibilities: Body or institution financially responsible for the
different types of investment and their maintenance

Objective: To identify the financial responsibilities for investment in the seaport
a) Access infrastructure

vii) By sea access channels, fairways, dredging works, protection works, breakwaters,
navigation aids etc. are provided by ABP at its expense.

viii) By land road connections, rail connections, inland waterway connections within the
port area are the responsibility of ABP. Road and rail connections outside the port
area are the responsibility of national government entities (Highways Agency/local
authorities and Strategic Rail Authority). However, the policy of DfT in instances
where increasing port traffic flows require new and/or improved landside infrastructure
investments, is that such investments should at least partly be met by the private port
owners.

b) Terminal-related infrastructure

Civil works within the port area that allow the supply of services to ships and cargoes in the
context of specific terminal or operator — e.g. quays, jetties, finger piers, specific mooring
assets etc. are all the responsibility of the private port owner ABP and/or its private tenants.

c) Terminal superstructure and equipment

Surface arrangements, paving and buildings, mobile and fixed equipment — paving/surfacing,
terminal lighting, parking areas, gates and fences, sheds, warehouses and stacking areas,
tank farms and silos, offices, repair shops, other buildings, cranes, straddle carriers, vehicles,
other cargo handling equipment — are all for the account of the private port owner ABP
and/or its private tenants.
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2.10.5.4 Financing structure

Objective: To identify the financing structure and the conditions under which the responsible
parties provide finance for investments in the port and to establish if these structures and
conditions are similar to those of the market

a) The financing body

100% of ABP’s finance is private capital. Finance is primarily obtained from shareholders
funds, from internal sources, and via loans from commercial banks.

b) The party that contracts the debt

ABP contracts debt for its own port infrastructure investments. Many of ABP’s port tenants
also make their own investments, again using private capital.

c) Repayment conditions

Not applicable.

d) Are repayment conditions similar to market ones?

Repayment conditions are based on commercial lending market requirements

e) Are these conditions similar to those given to other infrastructure projects?

Conditions will be similar to other private infrastructure projects. However, as ABP owns 21
ports its potential to achieve economies of scale in finance will tend to be greater than for an
individual port, and this is a characteristic of the UK ports industry which is now highly
concentrated.

2.10.5.5 Specific financial figure for types of investment and for which the financial
responsibility falls on the port authority

Objective: To identify specific financial figures for the investment carried out by the port
authority in the port

ABP publishes consolidated accounts for all its 21 ports but was unwilling to provide
disaggregated financial information for any individual port. It is not therefore possible to
identify payments received by the port from specific individual terminals or from shipping
operators; quite simply, the multitude of port tenants and the confidentiality of this data
preclude such detailed analysis. However, the basic principle remains, that port investments
at Grimsby & Immingham are made by the private sector, and paid for by the private sector
with private capital.

Information was however obtained from ABP regarding specific investments made in the
ports of Grimsby & Immingham during 2003. Identified investments for the year totalled €32.6
million, of which €19.2 million (59%) was for terminal related infrastructures, €9.6 million
(29%) was for superstructures, and €3.8 million (11.6%) was for access infrastructures.
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2.10.5.6 Specific financial figure for types of investment and for which the financial
responsibility falls on a public body other than the port authority

Objective: To identify specific financial figures for the investment carried out by the public
sector in the port

There were no investments made by any public body in the port during 2003.
2.10.5.7 Financial aid received by the port authority from national, regional, local
authorities

Objective: To identify forms of public aid in the ports sector

a) Grimsby & Immingham receives no compensation for operating losses.

b) There was no provision of capital by public bodies.

c) There were no non-refundable grants or loans on privileged terms provided by public
bodies.

d) There was no foregoing of profits or foregoing the recovery of sums due.

e) Foregoing a normal return on public funds used does not apply.

f) There was no compensation for financial burdens imposed by public agencies.

g) There was no reduction in or exemption from general forms or levels of tax relief on

profit, investment or property income taxes, VAT, local taxes, etc.

2.10.5.8 Sources of revenue of the port authority
Objective: To investigate the structure of the revenues collected to repay the funds

Port revenues, including port dues, leases, terminal handling charges, and other service
charges are commercially confidential and will not be disclosed by ABP. However, as all
investments in the port are privately funded, and as ABP makes significant profits from its
port investments, it is evident that revenues must be sufficient to repay invested funds.

In 2003 ABP (UK ports & transport) as a whole had a turnover of €503 million and achieved
an operating profit (before goodwill and exceptional items) of €219 million. Grimsby &
Immingham accounts for some 44% of tonnage through ABP’s ports annually so logically
that port will generate a very significant share of group income and profit.

2.10.6 London

2.10.6.1 Characteristics of the port
Objective: To define the port under analysis and its characteristics
a) Description of the area for which the port is responsible

London is the capital city and one of the principal ports of the United Kingdom. The port of
London is a combination of dock and riverside terminals. The port covers a vast area
stretching 150km from the North Sea inland to Teddington. Accommodation is provided by
one enclosed dock system (Port of Tilbury) plus a large number of tidal river berths. Many of
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the constituent parts would qualify in terms of berths, equipment and traffic as medium sized
ports in their own right. The Port of London Authority (PLA), which is a trust port, acts as
regulator within the port, though PLA does not itself operate port facilities.

b) Type of commodities handled

There is a great diversity of traffic handled at the 70 or so port and wharf facilities along the
River Thames. These range from the many passenger terminals in the city, to small
aggregate facilities at Fulham, through RoRo terminals such as Dart Terminal London and
CdMR Purfleet, to the main container terminal and large enclosed dock system at Tilbury, as
well as major oil terminals such as Coryton.

c) Size and type of infrastructures and terminals
See Annex |l for a detailed list.
d) Annual throughput

Total cargo handled by the port of London in 2003 amounted to 51.0 million tonnes,
equivalent to 9.2% of UK port traffic and making it the UK’s 3™ largest port in terms of
tonnage. Bulk fuel totalled 19.7 million tonnes (39%) with dry bulk cargo amounting to 15.0
million tonnes (29%). Containers accounted for 7.6 million tonnes (15%), with almost
623,700 teu (544,000 units) handled in 2003 (12% of UK container traffic).

In addition, 333,000 RoRo trailers (5.5 million tonnes) were handled in 2003, making London
the 5" largest RoRo port in the UK (5.3% of UK RoRo traffic). Total unitised traffic (i.e.
containers and trailers) handled in 2003 amounted to 13.0 million tonnes. General cargo
totalled 3.2 million tonnes.

e) Operating under private or public law

PLA is a trust port established by Act of Parliament and is subject to requirements laid down
by the Companies Act and other legislation governing general business activities, as are
other private companies involved in port operations in London. The following Acts of
Parliament governs procedure with respect to port operations:

e Harbours, Docks and Piers Clause Act 1847

e Merchant Shipping Act 1894

e Dangerous Vessel Act 1985

¢ Dangerous Substances in Harbour Areas Regulations 1987

¢ Merchant Shipping (Tankers)(EEC Requirements) Regulations 1981
e Merchant Shipping and Marine Safety Act 1997

e Merchant Shipping (Oil Pollution Preparedness, Response and Co-operations
Convention) Regulations 1998

e Pilotage Act 1987
¢ Merchant Shipping Act 1984 (Local Lighthouse Authority)
e Prevention of QOil Pollution Act 1971
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¢ Merchant Shipping (Port Waste Reception Facilities) Regulations 1997

¢ Food and Environment Act 1985Merchant Shipping (Weighing of Goods Vehicles and
other Cargo) Regulations 1988

e Docks Regulation 1988
e Health and Safety at Work Act 1974

¢ International Convention for the Prevention of Pollution from Ships 1973 as Modified
by its Protocol 1978 (MARPOL 73/78)

e Port Marine Safety Code
¢ International Ship and Port Facility Security Code (ISPS)

PLA is the ‘Competent Harbour Authority’ for the River Thames. Control over navigation
access and pilotage to and within the Thames rests with the PLA. The latter also include
responsibility for provision of Vessel Traffic Services (VTS) and maintaining safe navigation
channels.

f) Port authority ownership

Trust ports are neither public nor private. Ownership of trust ports is ‘uncertain’. Trusts are
created by Act of Parliament. The management of trusts usually comprises an executive
management team overseen by a board comprising representatives of port users, local and
national government, and trade unions.

2.10.6.2 Governance structure of the port under analysis
Objective: To understand the governance structure of the port
a) Roles of the Ministry, city and port authority

The Department for Transport (DfT) sets out overall policy for ports in the UK, however, there
is no financial support available from national government for port developments. National
government involvement is more associated with enforcement of regulatory, health and
safety, and security matters (e.g. Health & Safety Executive, Maritime & Coastguard Agency,
HM Customs & Excise). Within the port area PLA has a number of statutory responsibilities,
such as ensuring safe navigation, and licensing port works.

Local government along the length of the river (City of London, Thurrock Council, Essex
Council, Kent Council etc.) provide no financial support for port investments, and have no
involvement in the port in any operational or strategic management sense. Local authorities
have a role in terms of local planning matters, although for major planning deliberations the
DfT has a far more prominent role (e.g. the Minister deciding on largescale planning
applications such as London Gateway Terminal and Harbour Revision Orders).

In respect to land access, PLA work with terminal owners/operators and the local authorities
and national agencies (DfT Highways Agency, as well as the Strategic Rail Authority) to
ensure adequate connections are provided and maintained to/from the port.

b) Boundaries between port and maritime administrations
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PLA is not responsible for investments (infrastructure and superstructure) made within port
cargo handling/wharf areas as this tends to be the role of private port owners/operators. The
UK government has no specific or comprehensive ‘maritime administration’ as such, with
shipping and port policy matters subsumed within DfT.

c) Port governance model

PLA is a non port-owning trust port owner/port authority, rather similar to Harwich Haven
Authority. This means it does not fit very well into the usual landlord or service port model, as
its role is primarily regulatory.

d) Roles of the public and private sectors within the port

National government agencies are primarily involved in safety (e.g. Health & Safety
Executive, Maritime & Coastguard Agency etc.) and security matters (HM Customs &
Excise). PLA are responsible for dredging and maintenance of the navigation channel, plus
pilotage and VTS services.

e) Public/private nature of marine services

All port services including towage are provided by private actors and these activities and
functions depend entirely on private investment and income from user charges. Pilotage is
provided by PLA with costs fully recoverable from users.

2.10.6.3 Investment responsibilities: Body or institution financially responsible for the
different types of investment and their maintenance

Objective: To identify the financial responsibilities for investment in the seaport
a) Access infrastructure

e By sea access channels, fairways, dredging works, protection works, breakwaters,
navigation aids etc. are provided by PLA at their expense.

e By land road connections, rail connections, inland waterway connections within the
port area are the responsibility of private port and wharf owners. Road and rail
connections outside the port area are the responsibility of national government
entities (Highways Agency/local authorities and Strategic Rail Authority). However,
the policy of DfT in instances where increasing port traffic flows lead to a requirement
for new and/or improved landside infrastructure investments is that such investments
should at least in part be met by the private port owners

b) Terminal-related infrastructure

Civil works within the port area that allow the supply of services to ships and cargoes in the
context of specific terminal or operator — e.g. quays, jetties, finger piers, specific mooring
assets etc. are the responsibility of the private port owners.

c) Terminal superstructure and equipment

Surface arrangements, paving and buildings, mobile and fixed equipment — paving/surfacing,
terminal lighting, parking areas, gates and fences, sheds, warehouses and stacking areas,
tank farms and silos, offices, repair shops, other buildings, cranes, straddle carriers, vehicles,
other cargo handling equipment — are for the account of the private port/wharf owners.
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2.10.6.4 Financing structure

Objective: To identify the financing structure and the conditions under which the responsible
parties provide finance for investments in the port and to establish if these structures and
conditions are similar to those of the market

a) The financing body

100% of PLA finance involves private capital. Finance is primarily obtained from internal
sources such as retained profits, and via loans from commercial banks. A trust has no
shareholders.

b) The party that contracts the debt

PLA contracts debt for its own port infrastructure investments, primarily in respect of
maintaining navigation channels. The many other private port owners on the river also make
their own investments in infrastructure, again depending on private capital.

c) Repayment conditions

Not applicable.

d) Are repayment conditions similar to market ones?

Repayment conditions are based on commercial lending market requirements.

e) Are these conditions similar to those given to other infrastructure projects?

Conditions will be similar to other private infrastructure projects.

2.10.6.5 Specific financial figure for types of investment and for which the financial
responsibility falls on the port authority

Objective: To identify specific financial figures for the investment carried out by the port
authority in the port

PLA publishes accounts but financial information only relates to its role as maintainer of
navigation channels and pilotage. It is not possible to identify payments received by the
multitude of private port owners specific individual terminals or from shipping operators; quite
simply, the commercial confidentiality of this data precludes such detailed analysis. However,
the basic principle remains, that port investments throughout the port of London are made by
the private sector, and paid for by the private sector using private capital.

Information was nevertheless obtained regarding specific investments made in the port
during 2003, by both PLA and by the private owners of Tilbury Container Terminal (TCS).
Identified investments for the year totalled €87.3 million, of which €46.0 million (53%) was for
access infrastructures — mainly river dredging and paid for by PLA. Tilbury Container
Services estimated investment totalled €25.9 million (30%) for terminal related
infrastructures, €12.9 million (15%) for superstructures, and €2.3 million (3%) for access
infrastructures at the terminal.

There was no grant aid received by the port of London in 2003.
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2.10.6.6 Specific financial figure for types of investment and for which the financial
responsibility falls on a public body other than the port authority

Objective: To identify specific financial figures for the investment carried out by the public
sector in the port

There were no investments made by any public body in the port during 2003.
2.10.6.7 Financial aid received by the port authority from national, regional, local
authorities

Objective: To identify forms of public aid in the ports sector

a) The port received no compensation for operating losses.

b) There was no provision of capital by public bodies.

c) There were no Non-refundable grants.

d) There was no foregoing of profits or foregoing the recovery of sums due.

e) Foregoing a normal return on public funds used does not apply.

f) There was no compensation for financial burdens imposed by public agencies.

g) There was no reduction in or exemption from general forms or levels of tax relief on

profit, investment or property income taxes, VAT, local taxes, etc.

2.10.6.8 Sources of revenue of the port authority
Objective: To investigate the structure of the revenues collected to repay the funds

Port revenues, including port dues, leases, terminal handling charges, and other service
charges are commercially confidential and will not be disclosed by PLA or the various port
and wharf owners on the river. All investments in the port are privately funded, with PLA
covering its costs from user charges, meaning revenues are sufficient to repay invested
funds.

In 2003 PLA had a turnover of €46.5 million and a profit (before tax) of €0.9 million. Income
from conservancy charges (a charge for using navigation channels) on cargo and vessels
amounted to €18.1 million (40%), and income from pilotage was €14.1 million (30%).
Remaining revenue was mainly derived from port licenses and rents, and moorings.

2.10.7 Conclusions

Objective 1: To define the port under analysis and its characteristics

London, Southampton, Liverpool and Grimsby & Immingham are large multipurpose
privately-owned ports. Felixstowe is in the main a container port, also in private ownership.
Collectively these five ports handled almost 200 million tonnes in 2003, equivalent to 35% of
all UK port traffic. Perhaps more significantly, these five ports combined account for some
86% of all UK container traffic.

Objective 2: To understand the governance structure of the port
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State agencies have a role within ports in terms of ensuring safety and (national) security.
Private ports also act as ‘Competent Harbour Authority’. In some cases there is a separate
non port-owning port authority (trust port) in a given port area, the latter with a focus on
ensuring safe navigation and pilotage. Local government and central government bodies
provide no financial support in respect of port investments. The UK has no ‘Maritime
Administration’ as such, with port policy subsumed within the Department for Transport.
While some ports operate on the basis of a private landlord system (e.g. ABP ports), others
are private comprehensive ports with one cargo handler owned by the port itself (e.g.
Felixstowe/Hutchison), whereas London is a massive array of private wharf/port owners
situated along a river that is itself administered by a trust in respect of safety of navigation
and pilotage.

Objective 3: To identify the financial responsibilities for investment in the seaport

Government is not responsible for any financial investments made in major UK seaports. All
investments are the responsibility of the private port owners and/or to a much lesser extent
self-financing trust ports (the latter mainly in respect of access channel provision and
maintenance).

Land access infrastructures outside of port areas are the responsibility of public government
agencies, although these agencies are increasingly proposing that private port operators also
make a contribution to such investments where this is necessary due to port traffic growth.

Objective 4: To identify the financing structure and the conditions under which the
responsible parties provide finance for investments in the port and to establish if
these structures and conditions are similar to those of the market

Finance for port investments in the UK is primarily obtained from each port company’s
shareholders funds (as appropriate), from internal sources such as retained profits, and also
via loans from commercial banks

Objective 5: To identify specific financial figures for the investment carried out by the
port authority in the port

In the UK context, the major ports are private port authorities’, but may also be (in some
instances) supplemented by an independent trust port authority, albeit the latter is not a
public sector body. Thus all port investment made by port authorities within major UK
seaports are considered as private investment, with all investment costs